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THE PRESIDENT'S SCHEDULE

Monday - February 5, 1979
8:00 Dr. Zbigniew Brzezinski - The Oval Office.
8:30 Mr. Frank Moore -  The Oval Office.
9:00 Cabinet Meeting. (Mr. Jack Watson).
(2 hrs.) ' The Cabinet Room.
11:00 . Mr. Jody Powell - The Oval Office.
12:00 - Lunch with Vice President Walter F. Mondale.
- (60 min.) - - The Oval Office.
1:30 Meeting with fhevBoardxbf:biredtorS'and

(20 min.) Officers of the National Association of State
Departments of Agriculture. (Mr. Stuart
Eizenstat) - The Cabinet Room.

2:15 Mr. Robert Templeton - The Oval Office.
(30 min.) ' o S



THE WHITE HOUSE
"WASHI NGIT.ON.'

jane simpson ==
A . ?01¢06 D

we probably‘need to establish
an 'editorial cartoon' file
which contains the original
cartoons,'cross—referenced by
name, etc., within computer/:
‘stripping desk.

please have someone check with
connie gerrard to find out

. where the other editorial cartoons
are which she had had from
beginning of administration, SO
they can be kept in the file too.

thanks—--susan clough
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THE WHITE HOUSE ﬁ

WASHINGTON &44,,,4 -

February 1, 1979 o> Grehrots

! o

Susan —-

These are the Presidential
thank-you notes for the cartoons
which he wanted from the Camp
David Summit.

Three of the cartoonists requested
autographs from the President (one
on a picture and 2 on copies of
the cartoons that we requested.)

I have attached them directly onto
the President's letter so he can
sign both one after the other.

We do not need these cartoons any
more as I have my file of them and
also copies of the letters, etc.

So they can be disposed of however
the President wants after the letters
are signed, and the files can go
directly to Central Files.

Attached is a list of the cartoonists
in case you need it for anything.

Thanks.

connie g.

 Electrostatic Copy Made.




“Charlqtte, North Carollna 28233

- 'DaYtOQr'thQ 45401

'Mr. Ed Stein

CAMP DAVID CARTOONS

- Mr. Paul Conrad
- The Los Angeles Times
-Times Mirror Square
. Los Angeles, California 90053

i Mr. Jerry Fearing.

4~ St. Paul Dispatch

55 East Fourth Street

'St. Paul, Minnesota 55101

S

“Mr. Dick Locher
" Chicago Tribune

435 North Michigan Avenue

~/Chicago,  Illinois - 60611

Mr. Frank Miller

-Des Moines Register

715 Locust Street

Des Moines, Iowa 50304

-
Y
0y

Mr. Jeff. MacNelly f

Richmond News Leader
333 East Grace Street

. Richmond, Virginia 23213

' Mr. Douglas Marlette

The Charlotte Observer

Mr. Ray 0rs1n
Cleveland Plain-Dealer
1801 Superior Avenue

.Cleveland, Ohio 44114

Mr. Mike Peters
Dayton Daily News
Fourth and Ludlaw Streets

Ty

Rocky Mountain News

400 West Colfax Avenue

Denver, Colorado 80204

Sent 1 cartoon\requested
plus 2 others , .

Sent cartoon requested
Plus 7 others

Sent cartoon requested
plus one other .

Sent copies of 2 cartoons ‘
requested plus 2 others = |

. Sent cartoon requested

plus one other

Sent cartoon requested ‘
plus 7 others R N

Sent 3 cartoons‘requested"

”

(R - ' )

Sent cartoon requestediﬁ
plus one other ' .. . =




.. Mr. Ben Sargent '

" .. The Austin American- Statesman:
. 308 Guadalupe »
~.Austin, Texas 78767

-Mr. Bill Schorr S

- - Los_Angeles Herald- ~Examiner 0
.- 1111 South Broadway . e

" Los Angeles, Callfornla 90051

. "Mr. Doug Sneyd - :
Sneyd Syndicate Inc..
4 Southwood Circle
» Orillia, Ontario
" Canada L3V 2HS8

Mr. David Simpson
Tulsa Tribune .

- 7315 South Boulder Avenue

;_Tulsa,AOklahoma 74102

‘Mr. Francisco Trinidad

Honolulu Star-Bulletin
. Post Office Box 3080
Honolulu, Hawaii 96802

- Mr. Bob Taylor
Dallas Tlmes—Herald
‘1101 Pacific

rf_ Dallas, Texas 75202

" Mr. Richard Wright

.. Providence Journal

75 Fountaln Street
:-Provldence, Rhode Island 02902

Sent cartoonsrequesfed
plus 3 others

Sent cartoons requested
plus one other

P

Sent cartoon reqqestédﬁ
plus 7 others: ?

SENT ONE COPY WHICH HE
WANTS AUTOGRAPHEDQk

Sent one requestedj-'

Sent one requested -

plus 3 others . -

Sent two requested"

Sent cartoon reguested.

'SENT ONE COPY WHICH HE -

WANTS AUTOGRAPHED

Rt




ADMINISTRATIVELY CONFIDENTIAL
SENSITIVE

ZE.'-XEC_L}TIVE OFFICE OF THE PRESIDENT
'OFFICE OF MANAGEMENT AND BUDGET
WASHINGTON, D.C. 20503 ‘

January 17, 1979

MEMORANDUM FOR THE PRESIDENT

FROM: Jim McIntyre %«/

SUBJECT: Executive Summary: Reorganization Proposals
for 1979

This memorandum summarizes the findings and recommendations
of four principal reorganization projects: natural resources;
development assistance; commerce, trade and business assis-
tance; and food and agriculture, We recommend significant
structural and procedural changes which, together with the
Department of Education legislation, would complete our
major reorganization program for the remainder of this term.

These items, added to our prior work on energy, civil service,

- and small reorganization plans, would add up to a bold and
visible 1980 reorganization record -- reaching almost all of
the domestic Cabinet. In three principal ways, they will
improve performance in some of the most confused and frag-
mented areas of government:

(1) By cutting overhead at the Federal level and administra- .
tive costs at the local level for governors, mayors, and . /
businessmen who must deal with the Federal bureaucracy. ﬂﬂ”’

(2) By permitting us to better target, manage, measure and 0@¢a%ﬁufi
control limited Federal resources to solve priority
problems in natural resources and economic development. /,

ddo ofes

(3) By simplifying the access of citizens to government
benefits and services.

ADMINISTRATIVELY CONFIDENTIAL
SENSITIVE
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ADMINISTRATIVELY CONFIDENTIAL
SENSITIVE 2

WK,

While we have found substantial agreement with the substance
of these proposals, they will be controversial. Reorganiza-
tion issues have already divided the Cabinet. Any major
simplification of government affects Committee jurisdictions.
Some interest groups will fear that the transferred programs
will be less responsive to them. While no special interest
group places reorganization near the top of its legislative
priorities, some will support your proposals once you decide.
As with civil service reform, the constituency for these
proposals must be found largely among the general citizenry
demanding more efficient government.

Some of your advisors believe that the costs of further major
reorganization outweigh any achievable benefits and feel we

should rest on our laurels. While I do not minimize the —_—
political obstacles, I believe the potential political benefit L
of the proposed reforms requires that we make a good faith nee-

effort to see if a viable p011t1ca1 strategy can be construc-
ted to achieve them.

The key to this strategy is the use of action-forcing reorgani-
zation authority to sharply limit the period of controversy and
ensure an early Congressional result. Both the majority and
minority leadership of the House Government Operations Committee
‘believe that we can legally use reorganization plans to imple-
ment these recommendations. The Department of Justice agrees.
The use of reorganization authority will be more controver-

sial in the Senate, with both Ribicoff and Javits questlonlng
its use on plans of this scope.

You have been the only successful Presidential candidate (other;
than FDR) in this century to make reorganization a central

and personal promise. I see no evidence in the polls or
~election returns that the people have ceased expecting you

to shake up and reform the government. In fact the most

recent Caddell poll reports that (1) public expectations about
reorganization are high and (2) that next to displeasure about
inflation and the handling of the economy, this Administration
is criticized most for failure to reorganize the government.

Natural Resources

Excessive fragmentatlon in natural resource agencies and
programs causes major problems: \
° No one official short of you can oversee natural
resource policy and planning; set overall policies
or priorities; or provide prompt decisions on the

ADMINISTRATIVELY CONFIDENTIAL
‘ SENSITIVE
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ADMINISTRATIVELY CONFIDENTIAL
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rcompeting demands for preservaticn and utilization of
public lands, waters, and oceans. -

Unclear assignment'of responsibilities leads to
competition among agencies; duplication of skills,
and failure to take advantage of economies of scale.

Inconsistent regulations and procedures make the system
costly, time-consuming and conquing for natural
resource users. -

To solve these problems, we?propOse'a:Department of Natural .
Resources (DNR) built on Interior and aggregating the
principal natural resource functions. The DNR would be

on the‘Forest SerVice and 1ncluding the Bureau of Land
Management; an oceans agency based on NOAA and including ‘
~oceans. and fisheries functions now in Interior; and a water -

- resource agency combining the Water Resources Council and

the policy, planning, and budgeting functions of the. three
water development agencies (Bureau of Reclamation, Corps

of Engineers, and Soil Conservation Service). The Corps
would be made the primary construction agent for water
resource projects and be strengthened by adding construction
personnel from the other two agencies. :

DNR would save $l46 million in administrative costs, allow
faster and better delivery of services, provide a better
data collection and an:IYZTE_Eysféﬁ} and allow better
balance in policy and case decisions. Major existing
agencies in Interior ' -- the Bureau of Mines, the Bureau of
Reclamation, and the Bureau of Land Management -- would be
consolidated or phased out over time.

The DNR wouldvbroaden Interioriinto a national department
with a blend of land and water responsibilities spanning
our continent and oceans. The Secretary of DNR would have
the geographic and programmatic scope to develop plans for
the conservation and use of natural resources that are
sensitive to the interrelationships among- our oceans,
public lands, and inland waters.

DNR has significant support -among key environmental and
conservation groups. Thé constituency which supported you

in Ehé water projects fight should support the water policy
reforms proposed here. Water project advocates will probably
oppose. The ocean community is split, with fisheries groups
generally opposed and key user groups (oil, mining) generally
‘supportive. The NOAA constituency as a whole prefers an

ADMINISTRATIVELY CONFIDENTIAL
SENSITIVE
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independent oceans agency but may support DNR if .it contains.
a clearly strengthened oceans unit. The timber industry is
currently postured against reorganization. . However, we believe
we can win support from much of the industry leadership
(except in Alaska and perhaps in the South) if you indicate
that the new forest management entity will have a more
productivity-oriented mission. The Western governors have
not committed themselves; they will be most concerned with .
.the implications of reorganization for water policy. Former
Interior Secretaries from both parties (e.g., Udall, Kleppe)
will . lobby for DNR; however, former Agriculture Secretarles
from both parties (e.g., Freeman, Butz) will oppose any
diminution of USDA.

In the Congress, DNR has two key supporters -- Jackson and
Udall -- each of whom will play an active role. Ribicoff
supports and Brooks will support DNR except for the Forest

. Service transfer, which he will oppose. Although Senator
Hollings opposes a transfer of NOAA, Senator Magnuson is .
keeping an open mind. We may be able to reassure Magnuson
and Congressmen Murphy and Breaux in the House through a
strengthened oceans agency. The Public Works Committees will
probably oppose the water resources recommendation. We

hope that assurances that existing projects will be continuéed
and demonstrations of tangible benefits will mute their
opposition. Senator Talmadge .and Congressman Foley have
stated their vigorous opposition to-the Forest Service
transfer. The Agriculture Committees can be expected to
oppose the Soil. Conservatlon Service transfers as well.

Devel;pment A551stance

Throughout ‘the campalgn, and in your welfare reform proposal
and Urban Message, you- stressed that efforts to combat
poverty, blight and local economic distress must focus on
providing long-term jobs and econodmic opportunltles. You
also emphasized the need for creative partnerships among
the Federal Government, State and local governments, and
the private sector to support such local development efforts.

Although numerous Federal programs are available to advance
this goal, the organization of these programs 51gn1f1cant1y
limits their effectiveness. - Indeed, ¢; few areas of govern-
ment provide as clear a case of overlap and confusion as

-

this one. The basic tools of development assistance -- public
facilities investments, housing, and incentives.to businesses

" to locate in distressed areas -- are' severely fragmented and

ADMINISTRATIVELY CONFIDENTIAL
' SENSITIVE .
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spread among a number of agencies. 'As a result, procedures
conflict, delivery systems diverge and responsibility is
diffused and confused. This, in turn, imposes unnecessary
administrative burdens on program users, discourages private
sector involvement, creates gaps . in geographic coverage, v
‘and makes it difficult to package the different tools needed
for complex projects, or to evaluate results. To revitalize
a blighted area and attract private businesses, local
communities. frequently have to go to as many as five different
Federal agencies and file anywhere from eight to 15 appli-
cations to get the assistance that is available. Smaller

- towns are particularly at a disadvantage in this system, but
even large communities suffer because of the extended time,
uncertalnty, admlnlstratlve burden, and cost. that is involved.

To remedy this 51tuat10n,_we propose pulllng together ‘in
a- Department of Development Assistance “a critical core of the
.tools governors, ‘mayors, local off1c1als, and business lead-
ers need to revitalize their communities and strengthen the
local economic base. The DDA will allow coordination and
1ntegrated management of Federal development assistance deci-
sions and promote accountablllty to the President. It will
“also increase cooperation with State and local governments
~and the private sector. The DDA would provide one-stop
shopping at the local level for Federal public facilities
investment, housing, business assistance, and technical assis- |
- tance aid designed to -encourage community upgrading and 1oca1 '
economic prosperity. The DDA would significantly simplify
the development assistance‘process, reduce paperwork, permit
~ quicker decisions on.complex projects and make more eff1c1ent
use of Federal personnel now scattered among several different
agencies doing much the same things. The DDA would provide
a suitable agency home for the National Development Bank,
thus increasing its chance. for passage. DDA will cost $43
million less than the current arrangement. A variety of
important constituencies support the DDA proposal. The
governors have been quite vocal in urging such a reorganiza-
tion; we expect their active support. Prior to your decision,
mayors are reluctant to take sides in a bureaucratic turf
fight. In addition, reorganization is not something the mayors
rank as a high Administration priority. However, our reading
is that many mayors, including opinion leaders like McNichols,
Maier, and Rousakis, will support DDA, once you decide to ‘
propose it.- So long as EDA takes the economic development
lead in DDA, key economic development advocates will. accept. .
the EDA transfer. Similarly, if the status of housing is
maintained in DDA, the housing industry will support the new

ADMINISTRATIVELY CONFIDENTIAL
SENSITIVE
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department. Minority spokesmen like Mayors Young, Jackson
and Hatcher, as well as Vernon Jordan and Carl Holman, prefer
the: DDA concept but want to be certain that reorganlzatlon,

' does not dilute HUD's commitment to cities.

There will be some opposition from "sunbelt" and small town
mayors, who perceive HUD, and UDAG in partlcular, to be
oriented toward big and older cities. However, the most

. important opposition to DDA stems from the FmHA transfers, _
which trigger routine opposition from traditional supporters
of the Agriculture Department. Groups like the Grange,
National Farmers Union and National Rural Electric Cooperatlve
Assoc1at10n have s1gnaled opposition to ;_X changes in USDA. -~

We belleve that a strong coalition of- supporters exists or
can be built in the House and, perhaps, in the Senate. 1In
- the House, - the coalition 1nc1udes Congressmen Ashley, Brooks,
Reuss, Moorhead, and Bolling. The Senate coalition will be

“built around Senators Proxmire -and probably Muskie and . RlblCOff. S

If we can convince rural members that we areé serious- about
"rural program consolldatlon, we may draw rural development
proponents into the coalition. But agricultural partisans
(Talmadge, Foley) will oppose. The ultimate position to
'be taken bnyublic-Works members (Johnson, Roe, Randolph,
‘Burdick) is uncertain. All of them recognize the problems
posed by . the present fragmentation but they tend to be
extremely skeptlcal of HUD.

vCommeICe,‘Trade;and'Business Assistance

Our review of the trade and business assistance functions

" throughout the government has uncovered policy and organi-

. zational problems that may, among other reforms, require an
enhancement of Commerce's role in this area. We are partic-
ularly interested in exploring the option of strengthening
small business assistance through consolidation with similar -
programs in the Department of Commerce. After we have

tested this and other options with the Congress and interest
groups, we will bring you recommendations on how to strengthen
" trade and business assistance.

Food and‘Agriculture

Federal policymaking machinery for food issues is outmoded.
Neither USDA nor HEW has the capacity to resolve the conflicts
in forging a food policy. Conflicts that should be. resolved
at the departmental level .are often escalated to the White
House. Because responsibility is fragmented, no one can be
held accountable for making sure .the system works.'

~ ADMINISTRATIVELY CONFIDENTIAL
SENSITIVE ' ' C
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We recommend taking some small but important steps toward
enhancing nutrition functions in USDA and toward improving
the management and coordination of food and nutrition policy:
throughout the government. Agriculture will be directed to
work on clarifying responsibilities for nutrition programs,
organizing the department to reflect its new emphasis, and
working out a system to tie promotion of agricultural trade
more closely to agricultural production policy.

The Agriculture Committees in the House and Senate may
support, as will some consumer and food groups. There
may be some objection from consumer groups who feel that
the Department of Agriculture will continue to be. too
respon51ve to producer 1nterests.

TAB A discusses each proposal in detail, requests your
decisions and‘suggests some next steps. -

TAB B is an analysis of 1nterest group pOllthS provided
by chk Pettlgrew

TAB:C is a compllation'of White Hbuse and'ageﬁc§ comments.

A separate memo on Congre551onal pOllthS is prov1ded by
vFrank Moore. . ,

R



OFFICE OF THE VICE PRESIDENT

WASHINGTON

January 18, 1979

MEMORANDUM FOR: THE PRESIDENT “’l(_
FROM: - THE VICE PRESIDENT ° >~

SUBJECT: " REORGANIZATION

Yesterday you received OMB's recommendations on the
economic development and natural resources reorganizations.
This is clearly one of the most difficult domestic decisions
you will be asked to make this year. On both the substance
and the politics, I am troubled by the combined impacts of
the two reorganizations. I am especially concerned about
the way the Department of Development Assistance proposal
could affect the delivery of services to communities. Stu
has given a great deal of thought to this question, and I
believe he has uncovered a number of legitimate and deeply
troubling problems with the proposal if it were enacted in
its present form.

In terms of the politics, I am frankly worried about how
the two proposals will be seen if they are both pursued
this year. I am concerned that they would be seen as
altering the way in which the federal establishment
relates to major regions of the country, shifting traditional
institutional bonds in a direction which will be seen as
most threatening to the South, to the West and to selected
groups in the Midwest. Groups that are most likely to
line up against the two proposals include (South, Midwest
and West), water interests (West, but also the Mississippi
Valley in the South and Midwest), and the growing cities
of the sunbelt (South and West).
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Memorandum for the President
Re: Reorganization

January 18, 1979

Page 2

I believe that Jack, Anne and Stu intend to share with you
the results of a recent telephone survey of leading mayors.

I understand city officials have voiced a number of serious
reservations about the development assistance plan. Some
argue that we should concentrate our efforts on passing
welfare reform, the countercyclical aid bill and the National
Development Bank, so that we can bring tangible help in a
very tight year, without dividing the Congress along regional
lines. Others argue that with our new economic development
programs we .are just now beginning to make progress. They
caution against pressing for a major reorganization which could
create substantial disruption just when we are making real
gains.

Of the two proposals, I believe the Natural Resources
reorganization is the most promising. The transfer of NOAA
appears to have some support. The Forest Service transfer
may also be achievable if it were accompanied by a strong
pro-production policy on timber. As you know, Charlie and
Stu have urged such a policy to help us on the inflation
side as well. ' ‘

However, I believe we must have a thorough review of the
proposed water resources consolidation, perhaps through
private conversations with Frank and Stu and key leaders in

the House. I am concerned that this component will be seen

as anti-West and that it could severely hurt us in important
states like Texas, Washington, Oregon.and California. More-
over, I believe that it would activate the pro-public works
coalition in the Congress. Opponents of the consolidation
could  charge that the Department of Natural Resources will

have little or no incentive to recommend new water projects,
but that it will be given a hammerlock over the plans and

- budget of the construction agency. They could also argue

that citizens will be forced to deal with two Cabinet departments
in place of one to get a flood control or water storage project
built, meaning more bureaucracy, red tape and delay.

As I am sure you know, Majority Leader Jim Wright has always
lined up a majority of the House against our water project
recommendations. On the heels of your victory last year,

I see no reason to set ourselves up for a defeat by Wright.



Memorandum for the President
Re: Reorganization

January 18, 1979

Page 3

On the Development Assistance Department, your personal
advisors are split on both the substance and the politics.
The Cabinet is divided. The mayors are divided.  In my
judgment, we should not gét into a major fight on this
issue until we have internal agreement on a solid proposal
that we believe would improve the performance of government.

Given these problems, I believe we should begin our economic
development reorganization with a modest proposal, such as
finding a home for the National Development Bank and at-
tempting a limited program consolidation -- preferably by
statute rather than by plan, since new authorizations would
be needed to simplify eligibility and planning requirements
and ensure that we have integrated field structures.

If we are able to ‘make a successful start through a prudeht'
proposal in 1979, we could then try to build upon that
progress next year.



o .
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THE WHITE HOUSE

WASHINGTON
January 19, 1979

\

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM FOR THE PRESIDENT

. : m.
FROM: FRANK MOORE ._//‘-

‘SUBJECT: , Reorganization Proposals

Attached are memoranda prepared by Terry Straub and Bob Thomson
of my staff, reporting their findings on the Hill with regard
to two major reorganization proposals -~ natural resources and
economic development.

On the House side, Terry concludes.that both plans will present
tough fights, but that the proposed Department of Natural
Resources will be more difficult to obtain than will be the
n=% Department of Development Assistance.

Bob Thomson sees serious problems for both plans in the Senate,
but is not prepared to recommend against either at this point
because he does not believe sufficient, in-depth, consultation
has occurred.

Furthermore, my staff is not comfortable with conclusions
drawn regarding "public" or interest group sentiment on these
proposals. Quite frankly, we believe that the degree of sup-
port for the plans may be overstated and the intensity of op-
position underestimated. If our concern is justified, we
might very well be embarking on an uncertain course -- one
which has been insufficiently charted and one for which we
are politically and strategically unprepared. '

1 make these points while maintaining my posture as an
advocate of reorganization generally. I believe we must
pursue an ambitious reorganization agenda, perhaps including
DNR and DDA, because it means a better federal government

and a better political position for us as we enter 1980.

However, I do not believe we are ready for the public and
Congressional outcry and opposition that these two plans are
sure to trigger, if you decide to move with them now. Instead,
I believe you should instruct OMB, Pettigrew, Wexler, me and
others to:

Electrostatic Copy Made
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ADMINISTRATIVELY CONFIDENTIAL

-—- Engage in further and more intensive consultations;

- Begiﬁ'laYing”neeessary poiitical and-public
groundwork; and
-—- Develop a comprehensive strategy for securing

approval of whatever option(s) you eventually
choose.

I believe, as well, that everyone concerhed should be instructed

to engage in these suggested consultations on the assumptlon
that you will ultimately decide to their

most ambitious forms. Quite fran y; it is my fear that a
certain“ﬁﬁﬁﬁﬁf‘ﬁf’HEgat1ve lobbying has been occurring within

the EOP and the agencies and that some of the opposition we
have encountered on the Hill has been generated by persons in
the Executive Branch, perhaps including people in or close to
the White House.

I realize that I am calling for an additional delay, one
without a definite date for conclusion. But I strongly be-
lieve that to do otherwise at this time, would be a serious
mistake.

[



THE WHITE HOUSE
WASHINGTON

January 19, 1979

MEMORANDUM TO FRANK MOORE
FROM: , BOB THOMSON

SUBJECT: REORGANIZATION PLANS - SENATE

I. CONCLUSIONS

At the outset, it is important to recognize the importance of
the decisions the President will shortly make on reorganization.
If the decision-making process is misplayed, this would be the
96th Congress' equivalent of the 1977 water project hit list
controversy--that is, an incident that colors relatlons with
Congress for many valuable months.

The Reorganization proposals involve programs fathered by Members
currently sitting. They involve competing committee jurisdictions
and powerful interest groups already mobilized. They are reaching
maturity at just the moment when returning Senators' attentions
are on Senate organization and reorganization and staffing of
personal offices, not reorganization of the executive branch.

I believe without further Senate consultations, some involving
the President himself, the submission of economic development

and natural resources reorganization will cause unneeded hard
feeling among some of our best friends in the Senate and may
result in failure of the plans. BAnother two weeks of intense
consultation with Senators themselves may avoid many problems and
improve chances of success.

II. CONSULTATIONS TO DATE

Since November 1, PRP staff and White House CL have talked to 15
Senators about one or both plans. These include most of the key
players in the Senate. We have made numerous staff contacts.
Most Senators have been out of town durlng vacation, unavailable
for consultation.

Even among the Senators who would be touched directly by the plans,
there are many who are just now becoming interested and receptive
to briefings and consultation (e.g., Muskie, Domenici, Gravel).

We believe virtually all Senators not in leadership or ranking
positions of affected committees are also in this category.



Page 2

(It has only been in the last one or two days that these Senators
have beqgun to talk about reorganization among themselves.

There have been Senators who have expressed mild to strong support
for various aspects of the economic development plan (Burdick,
Proxmire, Riegle). There are also a few who favor parts of the
natural resources plan (Jackson, Stevenson, Gravel). There

have been some surprise converts to our way of thinking, such

as Burdick on the economic development plan. However, we have
‘discovered no Senator who will provide leadership for our position
on either plan.

Some pockets of resistance are well established, such as Hollings
opposition to the NOAA transfer, Randolph's opposition to the EDA
transfer and Talmadge's opposition to the Forest Service move

to Interior. ' Others are just now developing, such as the Johnston
appropriation subcommittee's opposition to the water projects
portion of the natural resources plan.

The most serious problem with the economic development plan is with
Senators Percy, Ribicoff and other key members of the Government
Affairs Committee. They believe the suggested "reorganization"

is so broad it should be the subject of legislation. Since this

is the committee with jurisdiction, we believe that a resolution

of disapproval could well be reported from the Committee. This
would doom the plan on the floor and could also limit by precedent
the President's exercise of reorganization authority in the future.
The President must talk to Ribicoff and Percy before the plans are
submitted if we are to succeed.

ITIT. SUGGESTED ACTION

The President should direct that a two-week period of consultation
on the favored versions of both plans begin immediately. We
should meet immediately thereafter to make assignments for the
President himself, cabinet officers and White House CL.

We should anticipate that most reactions will be mildly disapproving.
This is natural since Senators want to avoid controversy and resist
change. Our job is to judge the degree of negativism.

Perhaps a more important purpose of the "consultations" should be

to convince the Senators ‘of the merits of reorganization. I believe
PRP has done some fine work on the plans and they probably can be
seld to enough Senators if we approach the task properly.



THE WHITE HOUSE
WASHINGTON

January 19,1979

ADMINISTRATIVELY CONFIDENTIAL

MEMORANDUM TO FRANK MOORE
FROM: TERRY STRAUB

SUBJECT: Congressional Reaction to Reorganization
Proposals, Department of Natural Resources
(DNR) and Department of Development
Assistance (House of Representatives Only)

Several weeks ago you directed your staff to undertake a
series of consultations on the Hill regarding the proposed
natural resources and development assistance reorganization
plans. This was done with Director McIntyre's understanding
and approval. Rather than write their own political
assessment and burden you with further paperwork, PRP has
reviewed this memorandum and concurs with its findings.

This consultation is limited to "key players" only; in
other words, we did not attempt to talk to every Member

of the Committees of jurisdiction, but limited our contacts
to the Chairman of the affected Committee or Subcommittee,
or in some cases the ranking Minority Member, and in other
instances key players in the substantive area. Thusly, we
are reflecting only the sentiments of individual Members who
are likely to play central roles in support of or opp051t10n
to individual plans..

I. DEPARTMENT OF DEVELOPMENT ASSISTANCE

Congressman Harold T. "Bizz" Johnson, Chairman, Public Works
and Transportation Committee: does not believe moving EDA,
Farmer's Home Administration, or any part of SBA will facilitate
the development assistance program functions. More open minded
on Farmer's Home than EDA; mlght be persuaded on this part

of the transfer.

"EDA should not be moved out of Commerce; rather, should‘be
expanded and made bigger where it is."

Congressman Norm Mineta, Chairman, Subcommittee on Public
Buildings and Grounds: Very supportive, feels the Public
Works Committee will gear up to fight the DDA reorganization,
even though it is not only a loss of Committee jurisdiction




that motivates them; feels the Mayors and Governors are
likely to support the reorganization (there is some
dispute of this) and feels that Johnson and Roe can be
beaten on this issue (witness the Public Works veto).

Congressman Henry Reuss, Chairman, Committee on Banking,
Finance, and Urban Affairs: Very supportive of the DDA
concept. Feels the Public Works Committee will be very
troublesome, unless "the President would see Johnson and
Roe and twist arms."

He is- skeptical about the political ability to create the
DDA and it's unlikely that he will play a major ‘role other
than to be generally supportive.

Feels the‘National Development Bank has "a very rocky

road ahead of itself", but if it's created it should be
integrated into the new agency. He is doubtful of the
Bank's necessity now and feels the President could embrace
its demise if it proves to be unnecessary. "Could be a real
plus for the President and a way to get out from under the
weight of a bad proposal.” :

Lud Ashley, Chairman of the Subcommittee on Housing and
- Community Development: Strongly supportive of the DDA
concept, feels it is in the national interest. Feels the
opposition by the Public Works Committee is "manageable".

He will not support the Development Bank unless it is
folded into the DDA. "Safe to say there will be no
Development Bank unless there is a reorganization plan
first that places it there.”

He was somewhat antagonistic to Majority Leader Wright;
feels that he (Ashley) is as close to or closer to the
Speaker on this issue than Wright.

He is currently contemplating what his role may be in

the DDA reorganization; (one possibility would be to ask
the Speaker to appoint a task force with Ashley as
Chairman, although this would probably antagonize Brooks).

Congressman Robert A. Roe, Chairman, Economic Development
Subcommittee: By far had more to say on this issue than any
other Member. Strongly opposes the DDA concept; says it is
not a Committee jurisdiction question; feels that although
EDA is having problems (understaffed) they do a good job
where they are. "They put out public works dollars very
effectively and I thought the President was initially pleased
with the success of EDA and its capabilities." Reminded us
that all the regional development and Appalachian programs

have a very powerful constituency in the House that would




0ppose this reorganization. We "should not move EDA to

HUD in order to try to improve upon HUD"; feels that UDAG
is "a harebrained program -- a melon", and that "EDA should
not be mired down into the problems of HUD, which is too
oriented toward minority programs exclusively. In any case,
EDA already performs admirably for minorities."

Feels that American business will react negatively to the
-diminishment of the Department of Commerce, and that the
rural population and rural Members will be very upset if
money flows any more toward urban areas to the exclusion
of the rural areas.

Congressman Jim Wright, Majority Leader: Wright apparently
feels moving EDA to HUD would be a drastic mistake. "EDA
has done a good job where they are, have gotten the money
out according to the formulas the Congress has imposed,

and the worst thing in the world that could happen to

them now is to be transferred to HUD."

Congressman Richard Bolling, Chairman, House Rules Committee:
A strong supporter of the plan and has urged PRP to be "bold
and imaginative in these areas." We will likely have his
help if we request it.

Congressman .Jack Brooks, Chairman, House Government Operations
Committee: Enamoured with the concept of the DDA reorganization.
It strikes at the heart of an agency (Commerce) that he has
long had problems with and feels it would be good to shake

up "those 0ld relationships."”

If we had only one reorganization plan to offer this year,
and Brooks could pick it, our feeling is that this would
be it. We are likely to have strong support from him

ror this plan, and, in his opinion, support from the
interest groups. ' o

Congressman Tom Bevill, Chairman, Public Works Subcommittee
of the Appropriations Commlttee. unable ‘to contact him
directly during the recess but have referenced a letter of
December 28 opp051ng the "altering, abolishment or tampering
with the Farmer's Home Administration in any way"; feels
that they have done a good job "working with the problems of

farmers in rural communities."

Summary: While there is vocal opposition to the DDA concept from
some important Congressional personalities, there also seems

to be a good deal of support. Additionally, we are benfitted

by Chairman Brooks' up front support for this plan. Prospects
for passage of this plan, although difficult, seem hopeful.



Much of the controversy over this plan is centered over the
transfer of EDA out of Commerce, and, to a lesser extent,
the Farmer's Home Administration. Few opposed the overall
concept or denied the need for consolidation of programs in
the economic development and development assistance areas.

It's difficult to determine whether there is, in fact, a real
Committee jurisdiction question here or not. In any case,

" the Members who opposed the plan do not cite that as the
reason for their opposition. It is reasonable, however, to
assume there will be Agriculture Committee opposition to the
transfer of any Farmer's Home functions.

There are a number of underlying themes here that will stimulate
debate over the program transfers. Among these is the rural

vs. urban conflict; and the so-called "frost-belt" vs. "sun-
belt" issue. Both involve allocation of money to sun-belt
(newer cities and towns) and rural officials who feel dis-
criminated against by UDAG (HUD). Moreover, it is clear

that the ultimate recommendation for placement of the Develop-
ment Bank will play a central role in the degree of support we
will enjoy from our advocates on the DDA initiative. This is
particularly true of Reuss and Ashley.

II. DEPARTMENT OF NATURAL RESOURCES

Tom Foley, Chairman, House Committee on Agriculture: Strongly
opposed to the transfer of the Forest Service and functions of
the Soil Conservation Service. Feels this transfer will not

be supported by rural Americans nor by the agricultural in-
terest groups. Feels the Agriculture Committee will be unanimous
in its opposition to the transfer of both of these programs.

Has concerns that the Forest Service should not be placed in

an agency that will likely restrict usage of the forests; feels
PRP has been unmindful of the plans developed at the local
level to properly use the forests; and the reorganization seems
to be being done "for appearance's sake only." He also al-
leged that the Speaker seemed to be quite concerned about the
Forest Service transfer. (Foley has lobbied him and Brooks
about it.) .

Foley feels, in addition, that committee jurisdiction will be
affected and cause a war between the Agriculture Committee and
the Interior Committee over Forest Service jurisdiction.

Congressman William Wampler (R-Va), Ranking Minority Member,
House Agriculture Committee: Will actively oppose the moving
of the Forest Service to DNR; will try to mobilize the entire




Agriculture Committee against us. Feels Southerners will
strongly oppose the move because both the Forest Service ]
and Soil Conservation Service move dramatically affects them.
Will also try to mobilize liberals in opposition to this plan
because of the environmental concerns. Feels Forest Service
and Bureau of Land Management should always remain separate,
feels the competition between the two is healthy.

Congressman Jamie Whitten, Chairman, Appropriations Committee
on Agriculture: Opposes moving the Forest Service to the DNR;
feels the reputation of the Interior Department is not good
and there will be a bad reaction to the move; "Interior is
too opposed to the use of land.”

Congressman Frank Horton, Ranking Minority Member, House
Government Operations Committee: Seems generally supportive
in discussions and I feel we can count on him to work the
Republicans on the Committee for us.

Mo Udall, Chairman, House Interior Committee: Very supportive
of the DNR concept and is willing to help; wants his brother
'Stu involved; feels as former Interior Secretary he could work
with Kleppe and others to lend a strong voice in support.

Udall, however, seesbﬁuch trouble from Agriculture and Public
Works Committee Members. ”

No comment to_me on the role he is willing to play other than
to be supportive. (PRP feels he will be active, if asked.)

Congressman John Seiberling, Chairman, Subcommittee on Oversight
and Alaska Lands, Committee on Interior and Insular Affairs:
Strongly supportive of the DNR proposal and particularly supports
the Forest Service move. Feels that if the reorganization plan
did nothing more than accomplish this transfer, it would have

to be considered a success.

Congressman John Dingell, Chairman, Energy and Power Subcommittee,
and a Member of Committee on Merchant Marine and Fisheries:

Very probing but cautioned us against interpreting his questions
as "hostile." Very skeptical about several elements of the

plan including treatment of the COE and BLM. Also wants as-
surances as to how we will protect the "integrity" of any unit
transferred. - ' '

Congressman John Murphy, Chairman, Merchant Marine and Fisheries
Committee: Has recently given a strong speech to interest
groups opposing the DNR concept as being "untimely and ill-
founded." His opposition centers on his concern for the need




of an Organic Oceans policy from the Administration; most
strongly opposes the transfer of NOAA into a new agency.
Feels "the proposal is essentially a document of unsub-
stantiated data, and statements of generalization chal-
lengeable on their face." "I call upon the President to
reject the DNR proposal, and to direct the PRP staff to
work with the Congress in flrst the establishment of a
policy, and then the structure to implement the policy."
"If the President determines that there is some merit to
the establishment of the DNR, I call upon the President to
submit legislation in the form of an Organlc Act for the
entire new Department.

. Congressman John,Breaux, Chairman, Subcommittee on Oceanography:
Has made no decision yet as to his support of the DNR; Breaux
is the real Congressional spokesman for the oceans community,
and could be quite helpful to us. Feels the fishing industry
will certainly oppose the NOAA transfer, and that much of the
problem centers over a personality clash with Cecil Andrus,
who is too "land-oriented."

Feels that the follow1ng must happen if we are to have his
support:

"NOAA must be enhanced in any new Department and

not lose any clout. There is potential to upgrade .
the oceans function to the Assistant Secretary level.
Oceans programs are too fragmented, and this is an
.opportunity to bring them together."

Also wants Administration support for the creation of an
Organic Act for the oceans (he will introduce a bill again
this year).

Jack Brooks, Chairman, House Government Operations Committee:
Brooks is skeptical about the amount of interest group or -
Member support for the DNR reorganization. Clearly it is not
as close to his heart as the DDA reorganization. Has some
concerns about the ability to successfully move this plan
through the Committee with the amount of opposition it has
already stimulated, particularly within the Agriculture com-
munity. He has expressed reservations to McIntyre about the
ability to overcome opposition to the Forest Service transfer.
Also very reluctant to take on the Corps of Engineers and
feels the transfer of COE policy functions would cause too
much anxiety in Congress.




Congressman John Murphy, Chairman, House Merchant Marine and
Fisheries Committee; Congressman Bob Leggett, Chairman,
Subcommittee on Fisheries, Wildlife Conservation, and the
Environment; Congressman John Breaux, Chairman, Subcommittee
on Oceanography; Congressmen Mario Biaggi, Joel Pritchard and
Ed Forsythe of the House Merchant Marine and Fisheries Com-
mittee; and Congressman Phil Ruppe, Ranking Minority Member
of the House Merchant Marine and Fisheries Committee: <Consigned
a letter on February 28, 1978, stating that in light of the
reorganization proposals, "we feel that the best outcome
would result from an independent NOAA and a Department of
Interior focused primarily on land-based resources that would
be of a smaller, more manageable size and suffer from few of
the internal pollcy conflicts than an expan51ve DNR would ex-
perience."”

Summarz: While there are a few key Members in our corner (i.e.
Udall and Seiberling) on this issue, what is unclear is the
extent of their willingness to play a strong role. Udall,

for instance, while very supportive (and a natural to take

the lead), is likely to be consumed with legislation on the
D-2 lands and the RARE II memorandum.

Opposition, on the other hand, seems considerable. It centers
mostly on the transfer of COE functions and the transfer of
the Forest Service and SCS functions. More importantly,
Members opposing the plan span a wide ideological spectrum
(Weaver to Whitten), thusly allowing the opponents to access

a larger group of Members.

We would likely see a coalition against the plan form around
Members of the Public Works Committee (opposed to Water Policy
transfers away from COE), and the Agriculture Committee (op- .
posed to Forest Service and Soil Conservatlon Service transfer).

It does seem- possible to bargain with Breaux,for his support
of the NOAA transfer; if the Administration is willing to make
assurances to Breaux that NOAA will play a central role in the
new DNR structure, (and possibly support an Oceans act?), this
would tend to blunt Murphy's opposition.

Conclusion: Finally, when Eizenstat and Cable met with the
Speaker to review the legislative agenda for the year, the
Speaker mentioned that he felt the Department of Natural
Resources plan could be a problem; the Agriculture types
(Foley) are lobbying him hard on this, and he has some par-
ticular concerns about the ability to transfer the Forest
Service out of DOA. Regarding DDA, he inferred he had no feel
for that particular initiative yet, but that Lud Ashley (a
supporter), had talked to him about it.
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ADMINISTRATIVELY CONFIDENTIAL

THE WHITE HOUSE

WASHINGTON

MEMORANDUM FOR THE PRESIDENT

FROM: STU EIZENSTAT §‘1\«-

'JACK WATSON
ANNE WEXLE

SUBJECT: Reorganization Proposals

OMB has done a good job summarizing the major reorganization
options. The decision memorandum reflects their thorough
analysis of the key issues.

This memorandum summarizes our views on OMB's reorganization
proposals. It contains a brief summary of our views, general
comments on the overall reorganization effort and specifie
recommendations on each of the four major proposals.

Brief Summary of Key Points:

Below is a summary of our position on the most critical
reorganization issues. Each of these issues is discussed
in greater detail later in this memorandum.

-- We support creation of a Department of Natural
Resources. We strongly recommend, however, that the
water resources functions of the Corps of Engineers,
the Soil Conservation Service, the Bureau of Recla-
mation and the Water Resources Council not be
reorganized as part of the DNR plan. Even some of
the strongest Congressional supporters of DNR (for
example, Mo Udall) believe that inclusion of the
water resources functions will precipitate another
bitter water policy debate and endanger the already
controversial and politically difficult DNR proposal.

~- We do not favor OMB's proposal to create a new
Department of Development Assistance for several
reasons:

ADMINISTRATIVELY CONFIDENTIAL




ADMINISTRATIVELY CONFIDENTIAL

2

It will divide rural housing and community
development programs, which currently are
administered by Agriculture, between two
separate agencies. Rural communities, which
currently receive "one-stop shopping" in
FmHA, would face "two-stop shopping" --

FmHA for housing and DDA for community and

- economic development.

It will dilute our private sector economic
development programs, which are the corner-
stone of your urban policy, by placing a well-
managed economic development agency (EDA) in

a Department -that is dominated by housing
interests and is perceived (perhaps incorrectly)
by Congress and the private sector to be poorly
managed and not responsive to private sector
needs.

The principal improvements in the economic
development programs will not be accomplished
by reorganization, but will require substantial
changes in the authorizing statutes. These
changes will be extremely controversial and
will take a long time to achieve. The trans-
ition period, which could be quite lengthy

and disruptive, could discredit the whole
reorganization effort and severely undermine
our ability to provide important urban, rural
and economic development initiatives. Moreover,
these changes will be occuring during the time
- of an economic slowdown, when a stable atmos-
phere is particularly important.

It will put the Administration in the middle
of politically damaging battles between urban
and rural interests, Northern and Southern/
Western interests and State and local govern-
ments. The process of converting HUD from

a "distressed cities agency" to a "national
development agency" probably will alienate
all of these factions.

Our own discussions with Mayors and rural
interests have convinced us that there is
little or no interest in comprehensive
community and economic development reorgani-
zation -- and specifically in the DDA.
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o It would be extremely damaging to propose
this reorganization at the same time that the
.Public Works Committees are considering reauthor-
ization of EDA's basic authorizing statute. This
reorganization will only anger these Committees,
making it extremely difficult to pass the National
Development Bank legislation.

As an alternative to DDA, we propose that the economic
development programs (with the exception of UDAG in
HUD) be consolidated into a new Department of Commerce
and Economic Development and that we propose legislation
to consolidate the community and economic development
planning programs (this is a modified version of
Option #3 in OMB's memorandum). This proposal achieves
all of the programatic results achieved by DDA, except
for consolidation of the rural community development
programs (which we believe should be left in FmHA).

It will ease enactment of our National Development

Bank proposal, because the Bank can be attached to

the Economic Development Administration's reauthori-
zing statute. It also would provide a much-needed
enhancement of Commerce's mission as a business
assistance and economic development agency. Finally,
the EDA reauthorizing statute, which will be considered
by Congress this year anyway, provides a convenient
vehicle for accomplishing many of these reforms.
Although this reorganization would be difficult to
enact, it is our judgment that it would receive broader
support than DDA within Congress and among most public
interest groups.

Further study should be given to transférring all
of SBA to Commerce as part of the economic development
reorganization.

We support OMB's proposal to strengthen the role of
the Agriculture Department, but recommend that HEW
be involved in the development of those proposals

that affect HEW's nutrition education and research

programs.

We believe that we should not proceed with either

of the major reorganization plans (DNR or DDA) until
we are prepared to articulate a new mission for the
Department of Commerce. Commerce otherwise will be
decimated by the transfer of NOAA to DNR and the
possible transfer of EDA.
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General Comments:

We have the following general comments on the decision memoran-
dum and on overall reorganization strategy:

We are concerned that some of the proposed reorganiza-
tion plans will significantly disrupt the delivery

of essential programs in the critical period between
now and 1980. Our own consultations with Mayors
indicate that they are particularly concerned about
this issue. The UDAG and EDA programs, for example,
are the most responsive grant programs in the Federal
system. They have made a measurable difference in
many of our cities, and will produce hundreds of pro-
jects closely identified with the Administration in
the next two years. Any massive reorganization in
this area is likely to disrupt the efficient delivery
of these services for an undetermined period of time.
This will be disconcerting to Congress and to the
clients of those programs. Due to the difficult
legislative battles that will follow reorganization
in this area, we believe that the disruption will
last at least one to two years.

Similarly, any effort to alter the organization of

our water policy institutions probably will cause

a major setback in our efforts to institute our proposed
water policy reforms.

We are concerned that, while there is widespread
public interest in reorganization, there appears
to be no broad public constituency for these reorgani-
zation proposals, and particularly for the development

assistance proposal. Unlike civil service reform,

for which we obtained broad support from the media,
good government types, public officials and business,
OMB's proposed reorganization plans are fraught with
regional, urban/rural and production/conservation
conflicts. Our own discussions with Governors, Mayors
and other interested parties suggest that the opponents
of these plans will be more persistent than the
supporters. As a result, we believe it will be much
more difficult to develop broad public and media support
for these plans and you will get less credit for pro- .
posing them.
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~ OQur concerns are compounded by the fact that no agencies
are eliminated by either of these plans, and that
the cost savings from these proposals, particularly
DDA, are small. There simply is not much in these
proposals that responds to the public's concern about
the size or cost of the Federal bureaucracy, the lack
of management control and the proliferation of waste
and fraud. It is these public concerns that were
touched by your campaign statements about reorganization,
not a concern with government organization itself.

-- We think it is worth further consultation to consider
consolidating all of SBA into Commerce as part of
the economic development reorganization. While OMB
has not had the time to adequately discuss this issue
with Congress or the public interest groups, we believe
it is a potentially attractive reorganization proposal.
SBA is a mismanaged, scandal-ridden agency, the elimi-
nation of which might be perceived as a bold action.
There could, however, be considerable political opposi-
tion from the small business community.

-- We agree with Secretary Bergland that the reorganiza-
tion plans should be submitted to Congress one at
a time. Each of the major plans (natural resources
and economic development) will be controversial in
its own right. If they are sent to Congress simul-
taneously, we may face substantial log-rolling or
may alienate a majority of the members of Congress,
making it difficult to pass any of our reorganization
proposals.

Natural Resources:

In general we support OMB's proposal to create a new
Department of Natural Resources. We believe the proposal
can be justified substantively and, if it is approved by
Congress, would be a substantial victory for the Administra-
tion in its efforts to make the government work better.
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We strongly recommend, however, that the water resources

- functions not be reorganized as part of the DNR plan. We

agree with the Defense Department and the Army that the DNR
proposal has substantive problems since it splits policy
planning from construction, but more important we believe
that DNR is politically stronger if the water resources
functions are left unchanged. We make this recommendation
for the following reasons:

-- Inclusion of water resources reorganization in the
DNR proposal could seriously jeopardize Congressional
approval of the entire DNR reorganization plan. We
have been engaged in bitter debates with the Congress
over water policy in each of the last years.. Although
we have mustered sufficient votes to sustain a Con-
gressional veto, we have not yet been able to get
a majority of the House to support even our modest
changes in water policy, much less the sweeping
changes proposed by OMB or Interior. Given this
history, the Congressional water policy coalition
alone might be enough to defeat the DNR reorganization
plan. When combined with opposition from some ocean
interests (concern about NOAA) and timber interests
(concern about Forest Service), however, the opposition
of the Congressional water coalition could be insur-
mountable. (Jim Wright and Jamie Whitten, in particu-
lar, will be formidable opponents of the proposed
changes in water functions). In fact, even the
strongest Congressional supporter of DNR (Mo Udall),
has told us that he strongly believes that water
resources functions should not be reorganized, for
fear that the water proposals could sink the entire
reorganization plan.

-- The Administration's water policy reforms will suffer
a significant setback if there is a major reorganiza-
tion in the water resources area. Additional suspicion
will be created in Congress, making passage of the
cost-sharing legislation unlikely. Implementation
of the administrative initiatives probably will lose
momentum in the confusion created by reorganization.
While this confusion will decrease over time, water

policy reform probably would be disrupted for the
remainder of your first term.
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-- We are concerned that inclusion of the water functions
in DNR will precipitate a log-rolling situation, in
which key Congressmen condition their support for
DNR on Administration approval of specific water

projects.

-- The separation of the policy planning functions from
the construction functions will create new ineffi-
ciencies. It is unrealistic to assume that the Corps
will depend entirely on DNR for policy and planning
advice. Over time, Congress undoubtedly will rein-
vigorate these functions in the Corps and create
further duplication in Federal programs. Moreover,
separation of the policy planning functions from the
construction functions deprives the policy planners
of the on-line experience of the construction agency
and vice versa. Finally, we are skeptical that
separating policy planning from construction will
reduce the construction agency's motivation to
generate new projects.

-- Transfer of the independent Water Resources Council
(WRC) will reduce the coordination among the eight
Federal agencies with water policy responsibilities.
The WRC has been an essential tool in our efforts
to implement water policy reforms in all agencies,
including those that are unaffected by DNR (for
example, HUD and EPA). These agencies and the Corps
are comfortable responding to the directions of an
interagency body. It is highly unlikely, however,
that they will be responsive to DNR, which will be
simply another Federal agency.

We recognize that our proposal requires Congressional approval
of continued funding for the Water Resources Council. We
believe, however, that Congressional funding of WRC will be
much easier to obtain than any of the changes recommended by
either OMB or Interior.

Finally, though it does not change our recommendation in favor
of a DNR, you should be aware of the political difficulties
this proposal will encounter even without transfer of the

water functions. Timber interests are already uneasy about

the outcome of the RARE II process. Moving the Forest Service
to a new agency may compound their opposition to both proposals.
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(The timber interests are concerned that the new agency will
be more interested in preservation and less interested in
production than the present organization.) The Chairman

of both House and Senate Agriculture committees already are
on record opposing the Forest Service transfer.

If you decide to shift the Forest Service out of the
Department of Agriculture, the chances of gaining timber
industry support will be higher if you offer some assurance
that management of public timberlands will be improved. OMB
has prepared a two page Presidential statement that we feel
goes at least part of the way in providing these reassurances.

The transfer of NOAA, though it poses fewer problems, will
precipitate a major battle with Senator Hollings. He will
vigorously oppose the transfer, and may be generally less
cooperative with the Administration on other issues.

Economic Development Assistance:

We agree with OMB that the Federal government's economic
development programs should be consolidated and strengthened.
We, however, have very serious substantive and political
reservations about the DDA proposal. Instead of DDA, we
recommend that the Federal government's economic .development
programs (with the exception of UDAG) be consolidated into

a new Department of Commerce and Economic Development

(Option #3 ‘in OMB's memorandum). We also recommend that the
Administration submit to Congress legislation consolidating
the economic and community development planning programs.

These two proposals would achieve almost all of the substantive
benefits of DDA, but at greatly reduced political cost. They
also would enhance the prospects for enactment of the National
Development Bank legislation and would provide an enhanced
mission for the Commerce Department.

We have the following general concerns about the DDA proposal:

-- The principal benefits of the DDA proposal come from
the program consolidation legislation, and not from
reorganization. The program consolidations proposed
by OMB can be achieved only through signifiecant
revisions of basic authorizing legislation.
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Transferring all of these programs to one agency by
reorganization plan, while it may improve the prospects
for this legislation, will produce no substantial
benefits by itself.

Even after the economic development programs are
shifted to one agency (DDA or Commerce) we still must
convince each of the Congressional authorizing
Committees to accept specific legislation eliminating
their current programs and creating the new consoli-
dated program. Obtaining the approval of the
Agriculture, Public Works and Banking Committees on
one set of eligibility criteria, planning requirements,
field structures, etc. will be a monumental task under
any circumstances (unlike reorganization authority,
there is no 60 day action forcing deadline). Since
the Committees also will be jealously guarding their
legislative. jurisdictions, the task will be even more
difficult.

You should recognize that one conceivable outcome

of development assistance reorganization is a
situation in which all of the program resources are

transferred to a new Department (Commerce or DDA),

but none of the program consolidations have passed

Congress. This result would be chaotic from the

perspective of service delivery and could undermine

the credibility of the overall reorganization effort.

The DDA proposal would divide critical rural

development programs and separate them from the

widely acclaimed FmHA rural delivery system. FmHA

has evolved a highly decentralized delivery system

(46 State offices, 280 district offices and 1883

county offices), which effectively delivers FmHA's
housing, community facilities and economic development
programs. The OMB proposal, however, transfers FmHA's
economic development and community development

programs to DDA, separating them from FmHA's housing
programs and the FmHA's rural delivery system. This
proposal is particularly harmful to the rural communities
that are least able to _deal with complex Federal programs.
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Moreover, DDA undoubtedly will create a rural delivery
system that parallels and duplicates FmHA.

The DDA proposal will dilute the private sector job
creating focus of our economic development programs

by placing them in an agency that is dominated by
housing and community development interests. HUD

has always been and continues to be principally a
housing and public development agency. It administered
no economic development programs until we created

UDAG in 1977 and still has little economic development
staff capacity outside of Washington (UDAG, HUD's

only economic development program, is run by 75 people,
all in Washington). HUD's Congressional authorizing
committees, in fact, have pressured the agency to

use more UDAG funds for "neighborhood" projects and
less for Jjob-creating economic development.

Given this history, we are concerned that the economic
development programs will be step-child in DDA and

that there will be pressure to dilute their job creation
focus. Even if all of the economic development programs
are consolidated into DDA, these programs will represent
considerably less than 10 percent of the DDA's outlays
in FY 1980.

The economic development programs require high quality
management, because of their frequent dealings with

the private sector. HUD, however, is perceived (perhaps
unjustly) to be a poorly managed agency, particularly

by the private sector.

While Secretary Harris has done a fine job improving
HUD's management, its reputation in the private sector
may still be "red-tape, delays, etc." If we propose

DDA, we take the risk of turning our private sector
economic development programs over to an agency with
which the private sector still is somewhat uncomfortable.
Just as important, DDA conceivably could be characterized
in the Congressional cloakrooms as "taking one of the
Federal government's best managed agencies (EDA) and
transferring it to one of the worst bureaucracies (HUD)."
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The arguments in favor of keeping the economic

development and community development programs separate

are at least as strong as the arguments for combining

these functions in the same agency. We feel this

way for three reasons:

(o)

There are significant differences between
economic development and community development.
Economic development programs use public funds
to stimulate private sector job creation and
private sector investment. Community develop-
ment programs are designed to enhance the quality
of public sector facilities. The clients and
constituencies of these programs are quite
different, as are their purposes. Combining
CD and ED, in our Jjudgment, would relegate

the private sector to a subordinate position.

The distinction between CD and ED is recognized
by the clients of these programs -- local
governments. The majority of the Nation's
largest cities (including New York, Boston,

San Francisco, Philadelphia, Los Angeles,
Cleveland and Chicago) have separate economic
development and community development departments.
These cities see the fundamental difference
between Jjob-creating economic development programs
that deal with the private sector and community
development programs that deal with public
facilities and neighborhoods.

Coordination between CD and ED programs will
occur whether these functions are housed in

the same Federal department or in different
Federal departments. The Federal government

has virtually no control over how cities spend
their CDBG funds (CDBG is like Revenue Sharing --
it belongs to the city as soon as the check

is sent). As a result, coordination between

CDBG and the ED programs can occur only at

the local level, not in Washington. 1In fact,
there are numerous projects that cities already
have put into place by combining their CDBG

funds with EDA grants, even though these programs
currently are administered by separate agencies.
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-- We are very concerned that the DDA proposal will cause
a bitter and politically damaging battle between urban
and rural interests and between Sunbelt and Frostbelt
interests. HUD, rightly or wrongly, is perceived
by Southern, Western and rural interests as being
an agency interested mainly in large distressed cities
in the Northeast. These interests will oppose DDA,
unless they obtain concessions from the Administra-
tion on issues such as targeting, eligibility criteria,
set-asides for their areas, etc. The concessions
we make to obtain their support, however, will be
viewed by our Northeast constituency as a retreat
from our commitment to the most distressed cities.

(The Northeastern Mayors feel you have done an
excellent job on the targeting issue. There is no
need to weaken their support for you over the reorgan-
ization issue). We cannot overemphasize our concern
about the potential political damage to the Administra-
tion, if we are right in the middle of vicious regional
and urban/rural legislative fights. Under these
circumstances, we are likely to alienate all of these
constituencies.

In our judgment, the substantive and political liabilities

of DDA outweigh its benefits. We believe that consolidating
the economic development programs (with the exception of UDAG)
in the Department of Commerce is a more sensible approach,
both substantively and politically. We favor this approach
for the following reasons:

-- The substantive benefits of the DDA and the Commerce
option are essentially the same. Both proposals
consolidate economic development grants (the Commerce
option would not fully consolidate the ED grants if
UDAG is not included), both consolidate the economic
development loan programs, both consolidate planning
programs, both provide a home for the National Develop-
ment Bank, both will simplify the delivery of economic
development programs and both will save some money.

-- Although the Commerce option produces essentially
the same benefits as DDA, it will encounter far less
resistance in the Congress. By selecting the Commerce
option, we are likely to win the support of the powerful
Public Works Committees, Majority Leader Wright and
Southern and Western interests who perceive HUD as a
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Northeast, big city agency. Rural interests will
oppose both options, but will be considerably less
outspoken in their opposition to the Commerce option.
Congressman Ashley and some civil rights leaders may
oppose the Commerce approach, but they might be more
receptive if UDAG remains in HUD.

More importantly, most of this reorganization can

be done as part of EDA's reauthorization. The
National Development Bank bill could be incorporated
in this legislation, greatly enhancing the Bank's
prospects in the Congress. The reorganization plan
itself would contain only the transfers from FmHA,

SBA and CSA. 1It, therefore, would be far less
controversial than the DDA plan, which involves trans-
ferring all of EDA and much more of FmHA. (It is
worth noting that the same Chairmen of the Agriculture
Committees that oppose moving the Forest Service,

also oppose transferring FmHA to HUD. Since we will
confront these interests on the Forest Service shift,
we do not think that it is wise to confront them again
on FmHA).

The legislation required to achieve program consoli-
dation will not be as complex or as controversial.

While some legislative changes still will be necessary
if you select the Commerce option, the majority of

the consolidations (particularly if UDAG is not included)

can be achieved through the EDA reauthorizing statute,
which will include both the EDA and National Develop-
ment Bank proposals. 1In fact, it is likely that we
will achieve program consolidation more quickly under
the Commerce option.

The Commerce option avoids the divisive urban/rural
and regional legislative battles that DDA will pre-
cipitate. Unlike HUD, Commerce generally is viewed
as an agency that strikes an appropriate balance
between urban/rural and Northern/Southern interests.
It receives high marks from Northern and Southern
Mayors and urban and rural interest groups.

While virtually all Mayors and local officials are
unenthusiastie about reorganization in this area,
most Mayors prefer the Commerce option (without UDAG)
to DDA. Last week, we surveyed twenty-four Mayors

ADMINISTRATIVELY CONFIDENTIAL




ADMINISTRATIVELY CONFIDENTIAL

14

to determine their views on economic development
reorganization (see attached comments.) Virtually

all of the Mayors felt that EDA and UDAG were function-
ing well and that reorganization in this area was

not a high priority.

When asked which reorganization option they preferred,
most of them preferred consolidating the economic
development programs, with exception of UDAG, into
Commerce. The strongest proponents of this view were
Mayors of smaller cities and Mayors from the South
and the West. The few notable exceptions were big-
city Mayors from the Northeast (i.e. Coleman Young,
Henry Maier). These Mayors feel that HUD is extremely
responsive to their needs. They believe that if the
economic development programs are consolidated into
Commerce, UDAG also should be expanded.

A proposal to consolidate all of the major economic develop-
ment programs (including UDAG) into the Commerce Department
carries with it one major political liability. It probably
will be opposed by some elements of the Carter Administration
constituency -- Mayors from large cities in the Northeast
and many civil rights leaders. These people would view a
transfer of the UDAG program to Commerce (or placing the
Development Bank in Commerce) as a reduction in HUD's role
as the lead urban development agency and a slap in the face
of Secretary Harris and her leadership of the Department.
Secretary Harris also would be very upset. To allay these
concerns, we recommend that the UDAG program remain in HUD
and, perhaps, be increased slightly. We make this recommen-
dation for the following reasonsr

-- UDAG is one of the Administration's principal urban
initiatives. It is highly targeted to the most dis-
tressed cities and is extremely popular among Mayors,
civil rights leaders and Congress. Transferring UDAG
to Commerce would be perceived as a retreat from your
urban policy commitments.

-- The UDAG program has worked well and will make a sig-
nificant difference in the development of many cities.
It will stimulate substantial new development in the
Nation's most distressed cities.
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-- UDAG is the most targeted urban development program
in the grant-in-aid system. If it were transferred
to Commerce and Congressional jurisdiction transferred
to the Public Works Committees, the degree to which
it targets aid to the most distressed cities would
be diluted. This would be a setback to our efforts
to target assistance to the places with the greatest
needs.

-- The UDAG program is set to expire at the end of Fiscal
Year 1980. We can fully examine the options for UDAG
extension at that time. There is little point in
alienating this important constituency prior to 1980.

-- If UDAG were transferred, our urban and civil rights
constituencies would be enormously upset and undoubtedly
would seek to block the reorganization plan. If this
were done, the whole plan might fail or we might have
to abandon our efforts to move UDAG anyway. Either
action would be viewed as a significant "loss" for
the Administration.

If you decide to support consolidation of the economic develop-
ment programs in Commerce, we strongly recommend that you

meet with Secretary Harris to discuss your decision before

it is announced. Her support will be essential if we are to
avoid alienating civil rights leaders and some large city Mayors.

Food and Agriculture:

We generally agree with OMB's recommendations that the Department
of Agriculture's role in food and nutrition policy be broadened
and strengthened. We believe that OMB's recommendations strike

an appropriate balance between changing the Department of
Agriculture's mission and maintaining the continuity of established
programs. We recommend, however, that HEW be involved in

the development of those proposals that directly affect HEW
programs in nutrition education and research.

OMB's recommendations take on added importance if you decide
to transfer the Forest Service and portions of FmHA from
Agriculture. In that case, the food and agriculture proposals
will help to reassure the agricultural community that the
Agriculture Department will remain a strong and influential
force in the Federal government. It will help dispell the
charge that we are "dismantling the Agriculture Department."
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Commerce Department:

The decision memorandum does not adequately articulate a new
mission for the Commerce Department. . Since you have foreclosed
the "abolish Commerce" option, we believe that you must articulate
a new or enhanced mission for Commerce at the same time that

we are reducing its responsibilities in other areas (moving
NOAA and perhaps EDA). This memorandum recommends that
Commerce's mission include the major economic development

and commerce functions of the Federal government. Such a
proposal would combine all of the major private-sector business
assistance and micro-economic analysis functions into one
agency. We also recommend that you give further consideration
to consolidation of the major trade functions into Commerce

at a later date.

If, however, you decide to propose both the Department of
Natural Resources and the Department of Development

Assistance, Commerce would lose 45 percent of its employees

and almost 60 percent of its budget. Under these circumstances,
we strongly recommend that you delay submission of these plans
until OMB has fully developed and consulted on their proposal
for a new Department of Trade and Business. By delaying these
proposals, you avoid the perception that the Administration
"doesn't want to eliminate Commerce, but doesn't know what

to do with it either." This perception could cause Congressional
supporters of the Commerce Department and business groups

to oppose all of our reorganization proposals.
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MEMORAN - FOR THE PRESIDENT

Subject: Reorganization

Your Administration has the opportunity now to meet your
commitment to make government more effective and efficient
through reorganization. I recommend that you consolidate
and enhance economic development and trade programs in the
Department of Commerce. This is a bold economic initiative;
it is politically achievable this year; and it will deliver
results promptly.

I support option 3 which would consolidate economic
development programs and the National Development Bank

in the Commerce Department. We can use the reauthorization
of EDA which is required in FY 1979 to achieve a major
reorganization. At the same time, we should move ahead to
consolidate trade programs in Commerce. I am prepared to
work closely with OMB to prepare a trade reorganization
proposal that would complement and enhance the prospects
for passage of the MTN treaty. The improvement of our
international trade programs is closely linked to U.S.
industrial and economic development.

A reorganization which consolidates economic development
programs and trade programs and links them together in the
Department of Commerce is the right course:

0 International, industrial and local area economic
problems are intertwined and must be addressed
together. Commerce has a unique core of technology,
trade, industrial and economic development programs
which provide a foundation for a sound U.S.
industrial policy.

0 Your Administration is committed to a public/private
sector partnership to solve our economic problems.
Commerce's business orientation makes it particularly
suited to leverage private investment with limited
public resources.

o Commerce programs are run in a business-like manner;
we are experienced and competent in working with the

Electrostatit COpy Made
for Preservation Purposes




private sector. In the last two years, Commerce

has built a good reputation with Congress, State

and local government and the business community

in delivering on LPW, our basic economic development
assistance, minority set-asides and trade expansion.

o0 By building on Commerce's EDA programs, this
Administration can promptly deliver its consolidated
services without interruption through the ‘end of
the first term.

o0 This reorganization is politically -achievable in.
FY 1979. By utilizing the reauthorization of EDA,
which has strong Congressional support, the Adminis-
tration can assure enactment of the National Development
Bank. This would be a major urban policy victory.

o By strengthening the role of the Commerce Department,
the Administration will enhance its support from the
business community.

o. A consolidation of economic development in Commerce
which addresses both urban and rural economic
problems will ease snowbelt-sunbelt conflicts.

0 The U.S. faces serious balance of trade problems.
To strengthen our international economic position
we must consolidate our trade expansion and industrial
development programs. Economic development must be
linked to trade in order to improve the productivity
and competitiveness of U.S. industry.

In contrast to the above reorganization proposal, option 1, the
creation of a Department of Development Assistance, would be
detrimental to the economic development objectlves and accompllsh-
ments of the Administration.

A Department of Development Assistance would combine some of the
government's economic and community development programs,
including those now managed by the Commerce Department, into a
new department responsible for economic development, community
development and housing. This option is deficient in several
important respects:

o DDA's primary mission would be community development
and housing. Economic development would become a
subordinated, perhaps even an indistinguishable,
contributor to that end. DDA would be an artificial
amalgam of programs which have different purposes and
operating strategies.



o Community development and economic development are
fundamentally different. Economic development stimulates
- investment and creates private sector jobs in economically
distressed urban and rural places. Community development
serves a broader and less business-like .purpose--to promote
the social welfare of communities and their residents. '
Instead of reinforcing Federal economic development -
capacity to cope with new and threatening economic
realities, DDA jeopardizes that capacity.
2N

o The critical tie Weesn.
. functions would be lost.

ade and economic development

o DDA would be a HUD-based superagency for the dlstrlbutlon
of $37.8 billion in grants, loans, loan guarantees, and
~other. assistance. It would be dominated by HUD's social
welfare ethos and -its urban and housing industry con-

stituencies. Tt would be torn by the same internal
conflicts that now impair HUD's capacity to fulflll 1ts
hou51ng and communlty development roles.

0 It would relegate the prlvate sector to a subordlnate
p051tlon.

Natural Resources

As I indicated in our-earlier-conversation, I believe
there are several problems associated with the proposal to
move NOAA into a Department of Natural Resources.

While oceans responsibilities are now found in-a number of
agencies, the OMB proposal only partly resolves the. issue of . :
potential_duplication‘since it places only two of these agencies:’ -
in the new department. More than half the "ocean regulatory
functions would remain outside the new department s Jurlsdlctlon
after reorganlzatlon. :

.Moreover, 1mportant National Oceanlc and Atmospherlc Admlnls- '
tration issues related to offshore o0il and gas, fisheries, o
deep seabed minerals, and coastal land areas entail a compliex
balancing .of development and environmental interests. Such
issues must be treated within the context of other economic
development, business, and trade promotion efforts. The
Department of Commerce provides this context. -

Finally, the Department has properly emphasized and provided
leadership -.in ocean issues. The National Oceanic and

Atmospheric Administration is a smoothly functioning organlzatlon
which has fared well within the institutional structure of Commerce.



)

In conclusion, let me reiterate my support for a Commerce-based
reorganization of economic development and trade policies and
programs as the soundest and most forward-looking initiative.
This option is achievable in FY 1979. Economic development
reorganization and the creation of a National Development Bank
can be accomplished with greater political and legislative ease
by utilizing EDA's basic legislation which must be reauthorized
this year and which has strong Congressional support. - The MTN
treaty and your international economic policy initiatives
provide the incentive for consolidating trade functions this
year. ‘

Mr:. President, the Commerce option will accomplish your
objectives of achieving major reorganization and making economic
development and trade programs more efficient and effective.

It will provide a dramatic and sound step forward in the
economic and trade policies of the Nation.

Having made these recommendations, I am sure you khow.that
the Department of Commerce is prepared to assist you in

- whatever decisions you may reach.



THE WHITE HOUSE /
WASHINGTON

January 18, 1979

MEMORANDUM TO: THE PRESIDENT
FROM: ' pIcK PETTIGREW ADied
SUBJECT: Reorganization Proposals of the

President's Reorganization Project

I have been intimately involved in the preparation and political
assessment of OMB's proposals. On their merits, the OMB reorgan-
ization proposals are valid and need to be done. They will
modernize Cabinet structure, improve government management, and
strengthen the government's capacity to anticipate and build

for the future. .

There are also compelling polltlcal reasons for proceeding as
OMB recommends: .

~ Public demand for increased government effectiveness has
risen steadily since you introduced the reorganization
issue in 1975. To meet your very personal and distinctive
campaign commitment, you must act now. You will not be
able to demonstrate by 1980 a sufficient fulfillment of
this commitment without further visible and bold restruc-
turing.

- The Congressional climate is unusually favorable. Experi-
enced legislators like Representative Bolling and Senator
Jackson have emphasized this point to me. Virtually half
the Members in both houses have served four years or less.
(You have been in office as long as a third of the House
and Senate.) This makes them relatively free of the agency
and interest group ties that historically work against
reorganization.

- The reorganization authority, which expires in 14 months,
provides us a significant tactical advantage. Because
plans go into effect unless disapproved by either house
within 60 legislative days, we can wage an intense, short-
term campaign and be guaranteed a vote. This is a unique
advantage of reorganization matters over the other items
on your agenda.

(;) I believe you can win on both initiatives with some political

costs,; but with political benefits that more than compensate.
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SENSITIVE
I. Natural Resources ' . (:E//

A. The Problem

Managing the Nation's natural resources -- land, air,
water, oceans, wildlife -- is a substantial Federal responsi-

"bility. But organizational fragmentation and overlap make

it difficult to do a consistently good job. Exhibits I

and II summarize relevant natural resources programs and
display the current jurisdictional fragmentation of resource
programs. This program dispersion creates real problems.

overview of broad gauge resource issues; set
policies and priorities; or make decisions

that appropriately balance between conservation
and development. '

No one addresses natural resources comprehen-
sively, even though extensive interactions in

- the physical world exist. Even when policy is
developed, often no one has clear authority to
carry it out. For example, you have directed
the Secretary of the Interior to implement water
policy reforms, but ‘he. has no authority for
Corps or Agriculture project planning. Relating
natural resource programs to other areas, . such
as international relations, energy, and environ-
mental protection, is difficult.

Numerous inconsistent field structures dealing
with the same subjects, such as grazing, recre-
ation, and data collection, make it difficult
to coordinate policy decisions with State and
local governments, or adopt a consistent posi-
tion for particular regions. <Citizens are con-
fused by conflicting regulations in areas such
as camping or right-of-way permits.

Responsibilities for each resource area (land,
oceans and water) are badly fragmented. For
example, water resources policy planning and
construction responsibilities are assigned to
three operating agencies and the Water Resources
Council. Policy fragmentation especially injures
development interests because of the policy
inconsistency, uncertainty, and excessive regu-
latory costs and delays that it creates.

ADMINISTRATIVELY CONFIDENTIAL
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Department

or Agency

Burcaun

NATURAL RESOURGES FROGRAMS

EXHIBIT 1

Interior

Agriculture

Army

Commerce

N Water _

Res
Cou

Service

Mining

nology

Affairs

] o v Clients Budget (M) Personnel Mission -
Bureau of Land Ranchers, miners, oilmen, 850.9 5,762 Manages 470M acres of publicly-owvéed lands faclading forests.
Management recreationists, timber industry Manages oil and gas leasing on the Outer Continental Shelf.
Ruréau of Mines Mincs, mineral industry, 116.1 2,500 Hesearch on mining and metaljurgy technology:. Compiles

government agencies mineral resources inventories and assessments. ’

Burcay Of‘, Farmers, ranchers, munlcipal 596 7,345 Plans, constructs and operates water development projects

Reclamation and industrial water users. in 17 Western States, primarily for irrigation & hydropower.

Fish & Wildlife Puhlic-at-large, hunters, 435.5 5,218 ) :

Service fishcrmcn, cqnscrvntionists Manages 30M acres of wildlife refuges. Conducts research
environmentatists on fish and wildlife, Protects endangered species.

Operates fish hatcheries.

Geological Survey Government agencies, State 640. 1 9,552 Performs surveys and rescrach on mincral and water resources
geologists, foreign gov'ts, topography, geology. Prépares maps and charts. Manages mlnerals
planners. and OCS leases.

lleritage Conserva- Public-at-large, recreationists, Administers Land and Water Conservation Fund. Administers

tion § Recrecation historic preservationists. B42.2 580 nationwide recrecation planning and historic preservation

programs.

Nat'l Park Serv. Campers, public-at-large 520.7 9,142 Manages 30M :acres of National Parks.

Office of Minerals Government agencics 1.5 27 Performs mineral policy analysis.

Policy & Research

Analysis . .

Office of Surface Mining industry, farmers, 115.4 921 Rrpulates surface coal mining and reclamation of abandoned
landowners nine lands.

Office of Water Government agencles, universi- 28.4 75 Administers water resources rescarch contracts. Provides®

Research § Tech- ties, water resource planners grants to univeérsities for rescarch.

Office of Terri- Citizens of territories 119.2 182 Responsible for Guam, American Samoa, the Virgin Islands and
torial Affairs the Trust Territories of the Pacific.
Bureau of Tndian Indians, mineral industry 1,399 12,777 Trustee for Indian lands and monies. Provides social
services, )

Forest Service Foresters, timber industry, 1,824 21,325 Manages 187M acres of Nat'l Forecst lands. Provides assis-

recreation, environmentalists tance to State and private forestry program. Conducts

forest and range research.

Soil Conservation Farmers, ranchers, landowners, 298.3 4,419 Plans and finances water resource projects in small water-

Service (partial) planners sheds, primarily for flood control § drainage. Conducts sur-
veys of soil conditions & prepares maps. Mcasures snowpack

— R & forecasts water supblies in the West.
P 4 . : . . o

Cotrps of Engincers Statc and local gov't, 2,623 29,000 Plans, constructs, and operates water development projects,

(civil) farmers, ranchers, hoaters, primarily for navigation, flood control, hydropower, and

inland shipping interests recreation, Provides eémetgency re$ponse to natural disasters
and natfonal emerpencies. Regulates disposal of dredged or
fil1l material and obstructions to navigation. )
Nat'l Oceanic § State governments, airline 777 12,530 Manages ocean fishing resources; administers State coastal
Atmospheric Admin- and marine industry, public- zoile managemcnt planning programs; protects marine mammals
istration at-large, environmentalists and cndangered species; conducts research and assessments
of the marine environment; monitors and predicts weather
and climate; conducts research on meteorology and climate;
and prepares marine charts and aviation maps.
Government agencies, State 60 105 hevelops Federal water policy; administers State § river

& local planners, caviron-
mentalists

basin comprebensive water planning programs; establishes,
guidelines for water project planning; & conducts indep
reviews of project plans.




NATURAL RESOURCES ACTIVITIES

EXHIBIT II
A Water Land :
gency Resources Resources Oceans ‘\:nosphenc Research, Science
esources & Data Collection
Intarior Plans, conatructs, and Mana
. . » ges: 470 ‘M acres of ‘Manages oil and - .
operates large mltiple-  publicly owned land for o and gas leas-  Candusts a program of Performs surveys and
e A ing on the Outer Continen~ weather modification ¢
purpose water projects, multiple purposes, includ- : : ) o assessments of mineral
; e b ; 3 . ue tal Shelf which involves increase water suppli i i i
primarily Jor hydropower ing grazing, timber, miner- support research in marine the W o8 in  resources, including
and irriqacion. als; racreation, and science and erwi.roﬂmgnu‘l.° o Hest- gealogic invescigacions,
5 : . . eophysi B
Manages freshwater fish wildlife habicac. tmpact studies. Juris- :'lt::!:{.i.\'-:.:m:::’r:‘g.an:ml
hatcheries. Manaqes. 60 M acras of' dictional dispiite ongoing’ : )
. publicly owned land for with: NOAA over future Conducts oroad-based
Manages Wild. and Scenic special purposes such as ‘management: of seabed. program of water resgurces
River System.. Sational Parke and Wildlife Dinerals. ":“"h' fish and wild-
: 4 ] life research, ecological
Refuqes. Manages a saries of fish research, marine m::rals
C?nducu recreation plan- l;;i::hen.es for anadromous rgs’a:ch. and land-based
‘ning and hiscoric preserva- ish. mining and minerals resesarch
tion programs. Administers and: development
Land and Water Conservati Conducts: mari mamma e
rand. ton prograns . rine 1 Conducts nationwide
. program of surface and
Regulates surface coal ground water resources
) mining. sonicoring, -including
Requlates and protects :“:' quality. Maincains
endangered and threatened. e:‘:h:nal, vater daca
species of plants and nge-
wildlife. Prepares maps and charts.
Forest
N Manages 187V acres of -
Service National Porescs "or wul- onducts forest and range
ciple p a3, ir;clu;imq rt_nuuch for Federal ageo
urpo ¥ sies.
timber, jrazing, minerals,
recreation and wildlife Prepares an annual renaw=
habitat. able resources assesament.
Provides technical and’
financial assistance to
State forestry programs.
& Conser- plans and Zfinances multiple: Prepares certain land ana
Sarvice purpose. water projects in soil maps.
. water- small watersheds, :primarily - g e i i
onducts nationwide
. in=-
,d soil for flood control and drain: surveys of soil conditions
t4 aqe. and chair posaible uses:
conducts an interagency
program of snowpack mea-
surements and vater -fore-
casts in Western Staces.
National Aministers marine fish- Monitors weather and climate Conducts inceragency pro-
Qceanographic: eries programs, including and praparas forecasts; qram of climace researchs
and Actmospheric research and development issues storm warnings and nanages oceanographic
Administracion programs; protacts marine organizes. community prepar- and marine science pro-
mammals and endangered edness: tonducts research gramgi administers grants
gspecies; conducts oceano- on meteorology and weather ¢o universities for basic
graphic dats collection and modification; operates vea- research in marine. i
rasearch: administers sState cher and research satellites sciances.
c‘:‘"‘_"" zo:: r::;:qsment Manages production and
. planning prog : diseribution of marine
charts and aviacion maps
and approach plates.
Corps 7 Plans. constructs, and oper~ Manages 3 million acres of Requlates ocean dumping of Conducts hydrolegic inves-
Engineers ates water development pro= reservoir lands for multiple dredged materials under EPA tigations and collects

Water Regources
Council

jects, primarily for flood
control, navigacion, hydsgo-
power, and recreation. Pro-
vides amergency responsaco
flood and other natural

disascers. Regulactes dispos-
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Resource users complain, with reason, that the
public is receiying inadequate benefits from
federally-owned land and timber resources. One
reason is that no Federal official is completely
accountable for assuring that day-to-day decisions
reflect long-range productivity goals.

Today's problems will intensify in the future
with increasing population, economic growth, and
increasing demand for recreation facilities.
Unclear assignment of responsibilities leads to
interagency competition, duplication of skills,
and failure to take advantage of economies oOf
scale.

Interior and NOAA have several areas of over-
lapping jurisdiction, including hydrology,
marine biology, mapping and charting, and deep
sea mining. Despite numerous coordinating
committees, the problems remain.

Interior and the Forest Service manage public
land for the same multiple purposes. Yet each
has its own experts, investment levels, field
structure, and systems for dealing with the
public, including timber, cattle and recreation
industries.

The three water development agencies independ-
ently pursue their own project planning studies
in support of their own construction program
levels. This can cause unnecessary expense,
poorly conceived projects, and extra pressure
from hopeful beneficiaries.

All the natural resource agencies have research
and data programs, but there is no central
clearinghouse, making it difficult for agencies
and the public to take advantage of each other's
knowledge.

Inconsistent regulations and procedures make it
time-consuming, costly, and confusing for natural
resources users. '

Recreation services are provided by several
agencies. Different priorities and funding
levels result in some overdesigned and over-
staffed facilities while others are neglected. .

ADMINISTRATIVELY CONFIDFNTIAL
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Interior and the Forest Service, both managing
similar public lands, have different regula-
tions for permits, fees, accounting methods,
recreational usage and environmental regulations.
This situation is particularly troublesome when
the two agencies have adjacent or intermingled
land, and users seek permits for grazing, access
roads or other uses that cross jurisdictions.

Responsibility for management of the outer
continental shelf and certain marine mammals is
vested in Interior. NOAA has most other ocean-
related responsibilities and expertise, such as
oceanography, fishery regulation, coastal zone
planning and other marine mammals. This division
of closely related programs causes duplication,
confusion for developers and environmental groups,
and fails to take full advantage of complementary
skills.

B. Principal Alternative: Department of Natural

Resources (DNR)

Built on a reorganized Interior, a DNR would incorpor-
ate the Forest Service, NOAA, the Water Resources Council,
and the water planning functions of the Soil Conservation
Service and the Corps of Engineers. DNR would be responsible
for managing the Nation's natural resources and ensuring their
protection and wise use. '

Once consolidated in a single department, DNR programs
could be realigned into major program components essentially

as follows:

-]

NOAA (Commerce) and Outer Continental
Shelf (Interior) :

In the DNR, a major component including NOAA

and the oceanic programs of Interior would be
created, giving these functions higher priority
and eliminating duplication. This component
would be responsible for sound use and protection
of ocean resources, including outer continental
shelf leasing, fishery regulation and ocean
environmental protection.

ADMINISTRATIVELY CONFIDENTIAL
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Forest Service (Agriculture) and Bureau of Land
'ManaQEment (Interior):

The experience and professionalism of the

Forest Service staff make it the premier multiple
use land management agency in the Federal Govern-
ment. Within the DNR, the Forest Service would
provide the base for this component and, over
time, would absorb the Bureau of Land Management
and its expertise in mineral leasing. The new
unit would be charged with ensuring the fullest
productive use of public lands, consistent with
sound conservation principles.

" Geological Survey (Interior) and Bureau of Mines
" (Interior):

Minerals data gatherlng and policy analysis could
be consolidated in a science and minerals component.

" National Park Service, Fish and Wildlife
Service, Heritage Conservation and Recreation
Service (Interior):

Within DNR, the National Park Service, Fish

and Wildlife Service, and Heritage Conservation
Service would continue to be grouped together,
permitting maximum efficiency in program delivery.

Bureau of Indian Affairs (Interior):

BIA would continue to be associated with the
DNR. DNR can reconcile Indian trust matters
with the overall public interest as well as
Interior has done.

Water Resources Council, part of the Corps of
Engineers (Defense), parts of the Soil
Conservation Service -(Agriculture) and Bureau
" of Reclamation (Interior) :

Water resources problems are being addressed
by the water policy reforms. However, these
policy directives can be more effectively and
permanently implemented with accompanying
organization improvements.

We propose a system which would consolidate in
DNR all functions and authorities needed to make
it accountable for effective control of water

ADMINISTRATIVELY CONFIDENTIAL
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resources, while continuing to use the dis-
cipline and experience of the Corps of
Engineers as the construction agent of DNR.

We evaluated three options for handling water
-resources. Specifically, Option 1 would trans-
fer to and consolidate in DNR the Water Resources
Council and the policy, planning and budgeting
functions of the three water development agencies.
Detailed project design and construction functions
of the Bureau of Reclamation and the Soil Con-
servation Service would be transferred to and
consolidated in the Corps, which would become

the government's water project construction arm.

This step would redefine the mission of the
Corps, making it essentially a construction
agency capable of performing work for DNR as
well as other Federal agencies. The DNR would
plan and budget for all water development
activities. The Corps would act as construction
agent under' strong policy and review controls
from DNR and would not be involved in new
projects until a new start is approved by the
Administration and Congress. The Corps would
have an increased design and construction
capability to undertake assignments for other
agencies. Separating project planning from
construction would reduce any incentives to
generate plans to support a construction program.
Although some inefficiencies may result from
separating planning and construction functions,

. there would be net personnel cost savings of

$38 million annuwally. About 3,000 planners
would transfer from the Corps to DNR and about
6,100 Reclamation and Soil Conservation Service
construction personnel would transfer to the Corps.

The DNR would also exercise budget, planning
and policy oversight of the operations and
maintenance activities for completed water
projects. To this end, the Corps would continue
the day-to-day maintenance and operation of its
projects (under DNR guidance), while the DNR
would operate and maintain current Interior
projects. This arrangement would be subject to
future adjustment as DNR develops experience

in this area. The Corps would also continue

to process regulatory permits for dredge and
fill activities and obstructions to navigation.

N%UNISH@EFHﬁX"GRETDE%HIL
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We evaluated other options for handling water
resources.* For example, Option 2 is the same

as Option 1, except that DNR would do its own
operation and maintenance on all reservoir
projects leaving primarily navigation operation
and maintenance with the Corps. This option
would involve the transfer of approximately 5,000
additional Corps' personnel to DNR and may excite
more intense opposition in Congress.

Option 3 would retain the three water construc-
tion agenciess and strengthen the Water Resources
Council by providing an independent -and full-
time Chairman and making it the lead agency for
water policy. The strengthened Water Resources
Council would provide policy leadership, inde-
pendent review of projects, coordination with
States, and advice to OMB on budget proposals.
This option would cause minimal organizational
change and offers some improved management of
water resources programs. In the past, however,
interagency coordinating bodies have not been
effective.

Exhibit III graphically depicts the resource and man-
. power transfers for a Department of Natural Resources.

Advantages of DNR

o

The functions could be performed at the same levels
with an estimated savings of $146 million and

3,550 positions (obtained over several years). The
bulk of these savings (3,350 positions and $135
million) would result from merging similar functions,
streamlining internal organization, unifying

field systems, and improving service delivery.

The remaining 200 positions and $11 million would
result from abolishing or curtailing unnecessary
programs.

A suboption that could be instituted with any of the
water options would be to give the Department of
Transportation a direct role in the planning of water
projects that would significantly alter the existing
navigation capacity of rivers and harbors. DOT and CEQ
support this suboption. We make no recommendation at
this time. It appears that an appropriate role for

DOT in navigation projects can be prescribed by

‘ Executive Order.
' . ADMINISTRATIVELY CONFIDENTTAL
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Services will be delivered better and faster.

. Public and commercial firms seeking mineral

development, grazing, timber cutting or recre-
ation use permits for Federal multiple-use lands
will only have to deal with one agency instead of
having to go to two different field office locations
and meet two different sets of permit requirements
and regulations. State and local governments in
the West must now deal with two Federal land plan-
ning processes, review two sets of documents, and
attend separate planning meetings in order to be
heard. This extra coordination can be simplified
with one land management agency. Consolidated

mapping and charting services will make better data

available to public and commercial users at lower
cost. - ~

All natural resource management is highly related.
For example, managing the public lands means
managing the wildlife that live there, the water
that runs over and off of them, the minerals
beneath them and the trees that grow on them.
Separating these forces of nature in the bureauc-
racy doesn't work.

A more uniform science data collection system and
exchange of research results would provide a better
basis for informed decisionmaking. :

Policy and case decisions would be balanced better
in an institution having an overview of all
resource areas and a broad constituency spanning
both development and conservation perspectives.

Disadvantages of DNR

<]

NOAA's programs, particularly fisheries, are
economic development and food related as well as
natural resource programs.

Divesting the Corps' project policy, planning, and
budgeting functions from construction functions
might deprive the planners of construction expertise,
and vice versa. The Corps might eventually have
to redevelop a planning capacity.

Separating the Forest Service from Agriculture
would break the links between the agencies and
force some farmers to deal with an extra depart-
ment. The Forest Service is doing a good job
where it is.

- ADMINISTRATIVELY CONFIDENTIAL
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Reorganization always causes short term dis-
ruption and costs, and would not eliminate the
overlap and dupilication completely.

Some argue that having two or more agencies
involved in natural resource management encourages
creative competition and improved delivery of
services and leads to better public 1nformatlon
and participation in decisionmaking.

Some environmentalists argue that one agency
might not be able objectively to resolve conflicts
regarding use of natural resources; negotiation
among Cabinet level officials may produce a better
result.

C. Other Alternatives Considered

We considered four other alternatives and consulted
widely on them.

(a) Department of Agriculture and Renewable
Resources -- '

This option would consolidate USDA's land
and water functions, primarily the Forest Service
and Soil Conservation Service, with public land
management, water resources, and ocean fisheries
from other departments. <Consolidating in
Agriculture would appear to give a greater pro-
duction emphasis to resource management. For
example, development, marketing and use of fish

~as a food source would become a primary focus of
the ocean fisheries program. Merging the Bureau
of Land Management and the Forest Service would
solve the problems associated with having two
separate land management agencies and build on
the Forest Service, the stronger of the two units.
Agriculture has experience both in managing
public lands and assisting private owners with
private land management. Interior has experience
with public land only. On the other hand, public
lands are managed for many uses other than the
production of food and fiber emphasized by
Agriculture. Federal responsibility for those
other uses, such as mineral development and

. management of fish and wildlife, would remain
in Interior and continue the fragmentatlon in
these areas.

ADMINISTRATIVELY CONFIDENTIAL
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Realignment --

‘ _ ~ (b) Improved Coordination Without Major

This option would retain the existing inter-
agency structure and establish a Natural Resources
Council, or individual councils for land, water,
and oceans to develop policy and coordinate actions,
This option would avoid disruption but would create:
additional layers of government, especially in the
Executive Office. Accountability would be confused,
and previous attempts to rely on coordination alone
have been poor. ' ' '

(c) Department of Natural Resources and
Environment --

This option would join most natural resource
management programs, plus environmental regulatory
programs of the Environmental Protection Agency
(EPA). It is not feasible because EPA's juris-
diction goes well beyond resource management to
include regulation of many other areas, such as
urban and industrial wastes. EPA is increasingly
oriented toward public health.

. (d) Department of Oceans and Atmosphere --

A Department of Oceans and Atmosphere would
be responsible for oceans, coastal and atmospheric
affairs, and would consolidate the bulk of the
programs associated with those activities (except
for military programs). The Department would
include the National Oceanic and Atmospheric
Administration (NOAA) and the Maritime Administra-
tion from Commerce and the U.S. Coast Guard from
Transportation. The option would recognize the
growing importance of the oceans and ocean
resources to the Nation. It would also improve
coordination among Federal activities relating
to the oceans. However, the Department addresses
only a part of the total natural resource issue
and would leave other fragmented resource areas
unaddressed.

Agency Comments

"Commerce believes that the proposed DNR lacks a clear
policy focus, in that it would be neither a resource develop-
ment agency nor a resource conservation agency. It states
that the concept fails to view natural resources problems
as economic and social issues as well as biological and
ecological issues. Commerce also believes that NOAA is
working well at Commerce and that DNR will be primarily a

ADMINISTRATIVELY- CONF IDENTIAL
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land and water use agency and, therefore, not the best home
for NOAA. Finally, Commerce believes that the full benefits
of the concept cannot be obtained without consolidating
policy and regulatory authorities not now included in the
proposal (such as those of the Coast Guard and EPA).
Accordingly, the Commerce position is that oceanic and
atmospheric functions should not be included in the proposed.
DNR." » ' o '

"Army addresses only the Water Development Option and
favors Option 3, a strengthened Water Resources Council.
It believes that with strong leadership, and the new water
policy in place, coordination would work and would be a
less costly alternative. Army believes that the recommended
option would jeopardize politically the implementation of
other water policy reforms; that the loss of planning
functions would handicap the Corps, particularly in giving
military support during times of emergency, and in recruiting;
and that the change would result in delays and increased '
project costs. Army argues that divesting water project
planning will deprive future project planners of lessons
learned in the design, construction and operation of existing
ones. The Corps would have to reacquire at least 650 of the
3,000+ 'planners' listed under Option 1 in order to effective-
ly link planning with design and construction, and to maintain
the skills necessary to discharge any remaining regulatory
responsibilities. Army also believes that separating budget
and management responsibilities for operations and maintenance
conflicts with fundamental principles of ZBB."

Defense concurs with Army and notes that total consoli-
dation of water resources functions in DNR would be particu-.
larly detrimental to the Corps' defense related functions.

Qffice of Science and Technology Policy supports the
DNR and believes that it should be accorded priority among
the domestic proposals. OSTP believes that science and
technology will be strengthened through consolidation of
atmospheric and ocean activities with related land activities.
OSTP notes that the internal alignment of programs within
the Department would have to be carefully devised reflect-
ing scientific concepts. With respect to water resources
functions, OSTP prefers complete consolidation of planning,
budgeting, construction and maintenance activities in DNR.

The Council on Environmental Quality supports the DNR
and believes the water resources recommendation is particu-
larly important, both in solving current problems and in
providing the Corps a new mission. CEQ supports the option
of giving operation and maintenance responsibility for

* ADMINTSTRATIVELY CONFIDENTIAL
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reservoir projects to Interior. CEQ believes that DNR should
have clear authority to deal with private land use protection
and conservation issues; that a "Life Sciences Center" should
"be formed to provide scientific opinion on ecological issues;
that the Corps' navigational transportation functions should
be transferred to the Department of Transportation; and that
Energy Department responsibilities for regulating energy
minerals leasing activities should be a part of DNR.

Justice supports the DNR concept, but believes that
the water resources option will not give DNR sufficient
control over the Corps, in view of its close relations with
the Public Works Committees. It also warns that BLM should
not be allowed to downgrade the Forest Service professionalism.

Transportation recommends that they be given a control-
ling role for any navigation project that would significantly
expand or extend the present water transportation system.
Approximately $10 million and 40 personnel should be trans-
ferred from the Corps to DOT. This would permit tradeoffs
between all transportation options -- rail, highway, pipe-
line and waterway -~ and ensure the maximum utility of
Federal investments.

Agriculture believes that the Forest Service and BLM
should be combined and that the resulting agency should be
‘built around the Forest Service. The new agency should
be placed so as not to diminish its contribution to national
productivity. Agriculture takes no position on where the
new agency should be located. Agriculture supports the
portion of the recommended water resources option that would
merge water policy and planning functions, but opposes the
portion that would merge construction functions in the Corps.

"Energy supports the principle of natural resources
consolidation but believes that there should be a more
critical review of the functions whose performance must be
improved by the proposed reorganization, and that such a
review might well alter the proposed organization.
Specifically, DOE is concerned that management of non-
renewable resources (energy and minerals) should be given
more attention in the proposed DNR, that energy leasing
and regulatory functions should be streamlined, and that
Energy and other affected agencies should continue to be
involved in major water resource decisions."

Labor supports DNR and finds the arguments for it
compelling, but believes it will be difficult politically.

- The Environmental Protection Agency supports the DNR,
and believes that the dredge and fill permit program should
either remain with the Corps or be transferred to EPA.

ADMINISTRATIVELY CONFIDENTIAL
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Interior strongly supports the DNR concept and most of
the recommendations. However, Interior believes that moving
to DNR all water-related planning, budgeting, construction,:
operation and maintenance of the Corps and Soil Conservation
Service would be preferable if attainable. Recognizing the
political difficulties with full consolidation, Interior
believes that, in addition to the transfers in Option 1, the
operation and maintenance of Corps' reservoirs should be con-
solidated with the Bureau of Reclamation's reservoirs in DNR.
Interior believes that the Energy minerals leasing regulatory
functions should become a part of DNR.

Decisions

(1) Should additional functions be grouped with
Interior to form a Department of Natural Resources,
including all of Interior, the Forest Service,
and NOAA?

ST Yes, include all recommended programs
(OMB, Interior, OSTP, CEQ, EPA recommend;
Justice, Energy support in principle)

/ / Yes, but do not include Forest Service
/ / Yes, but do not include NOAA

/ / No (Commerée recommends)

(2) If you have chosen a DNR, how should water resources.
be handled?

. Option 1:

Have DNR be responsible for all water resources
programs including development of water policy,
pre-authorization and pre-construction planning,
budgeting and funding for all projects and main-
tenance and operation of completed facilities;
have the Corps serve as design, construction,

" maintenance and operations agents for DNR (except
for the maintenance and operation of Bureau of
Reclamation projects). Move construction per-
sonnel from the Bureau of Reclamation and the
Soil Conservation Service to the Corps.

(OMB recommends) '

/7
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Option 2:

Same as Option 1, except that DNR would do its

own operation and maintenance on all reservoir
projects, transferring 5,000 people from the Corps
to DNR. It would leave navigation operation and
maintenance with the Corps. (Interior and CEQ
recommend)

/ /

Option 3«

Strengthen the Water Resources Council primarily
by providing an independent and full time Chairman,

but make no program transfers among agencies.
(Army, Defense recommend)

/7
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II. Development Assistance

A. The Problem

This country continues to experience subnational -
development problems that jeopardize the fulfillment of our
national economic goals. These problems take the form of
(1) large pockets of chronically unemployed people left
behind by changing economic circumstances in urban and rural
areas; (2) inadequate public and private facilities in rural
areas and small towns, and deteriorating infrastructure in
cities; (3) disruptions caused by such factors as base closings,
regulatory actions, rapid growth, the decline of particular
economic sectors, changes in transportation or production
technology, and trade pressures.

Macroeconomic policies are too broad to address these sub-
national problems without adversely affecting the national
economy. Nor do outright cash transfers provide a long-
term solution, since they generally fail to affect the under-
lying causes of distress and thus increase local dependence
on the Federal Government.

What is needed, as reflected in your urban message and else-
where, is a development approach aimed at strengthening the
long-term social and economic base of local areas and
encouraging private job creation.

To be effective, such an approach requires:

° harnessing a critical mass of the limited
resources available;

° using a variety of development tools, especially
business assistance, public facilities, planning,
and housing;

° streamlining program delivery to permit timely
decisions;
° involving different levels of government and the

private sector;

taking account of the increasing interdependence
of urban and rural areas; and

creating a solid analytical capacity to identify"
problems, formulate responses, and evaluate results.

ADMINISTRATIVELY CONFIDENTIAL
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Unfortunately, however, the organization of Federal
development assistance programs diverges from what is needed

in almost every respect:

o

Programs and resources are severely fragmented

Economic development assistance is splintered
among ten programs in five agencies: = (Economic
Development Administration (EDA); Department of
Housing and Urban Development (HUD); Farmers Home
Administration (FmHA); Small Business Administra-—
tion (SBA); and Community Services Administration

" CSA)). The proposed National -Development Bank
would create a sixth.

Community facilities assistance is scattered among
three agencies (HUD, FmHA, EDA) and the Title V
Regional Commissions.

Seven programs in three agencies (HUD, EDA and
FmHA) and the Title V Regional Comm1531ons provide
funds for development planning.

Exhibits IV and V describe these programs and:
depict the organizational fragmentation. Exhibit
VI shows the confusion faced by State and local

f officials who seek development assistance.

° Program proceduresAdiffer’

Each of these programs has-its own funding cycle,
planning requirements, eligibility standards, and
application process, making coordinated use of
Federal tools difficult.

°  Dpelivery systems diverge widely

HUD, EDA, and FmHA use different delivery systems,
even though they provide almost identical forms of
aid to many of the same communities. For example,
EDA relies on regional offices and a network of
multi-county development districts while HUD operates
from regional offices, area offices, insuring offices
and valuation stations. Communities must therefore
go not only to different agencies, but to different
cities to get the assistance they need. :
Different agencies also make different uses of

State and local governments. For example, Title V

. ADMINISTRATIVELY CONFIDENTIAL
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COMMUNITY AND ECONOMIC DEVELOPMENT PROGRAMS

EXHIBIT 1V
1979 Budget 1979
Authority. Loan 1/
Department or Enacted Authority © 1979~
Agency Program Client (Millions). (Millions) Personnel Mission.
HUD UDAG All communities meeting $ 400 78 Fosters economic development in distressed cities
' - "distressed" criteria and urban counties,
CDBG Entitlement  States, communities, local 2,652 709 Promotes development of viable communities,
CDBG small cities public bodies 657
701 Plan
701 Planning §& States, area wide planning 111 270 Strengthens planning capabilities for community
Research agencies and economic development.
Housing Private developers, local 26,859 8,660 Promotes decent housing and a suitable living
housing authorities, environment.
individuals _
Commerce* EDA I, III, 1Iv, States, counties, com- 396 756 Assists distressed areas in increasing or retaining
and IX munities, meeting ''dis- private sector job opportunities.
tressed" criteria
EDA Title II Business in "distressed™ 96.5 334 63 Encourages or maintains private sector job oppor-
areas tunities in distressed areas.
EDA Trade Adjust- Bus. injured by import 95 212 11 Allows firms to adjust to import competition.
ment Asst. competition
Title V States in Title V Regions 63 94 Promotes economic development of "lagging" regions.
Commissions
Agriculture FmHA (Com, States, poiitical sub- 637.9%/ 1,150 435 Promotes development of viable rural communities.
Facilities § divisions which serve
Waste Disposal) rural areas
FmHA (Bus. § Business in rural areas 1,100 210 Facilitates development of private business to
Industrial Loans) ' improve the economy of rural communities.
FumHA (1lndust. Public bodies in rural 10 Facilities developmentof private business to
Dev. Grants) communities igprove the econgmy of rural communities.
- e
National Local development 3,530** 3,665%* 263** Encourages and assists the retention and develop-
Development authorities (for bus- merit of permanent private sector job opportunities
Bank inesses) in distressed and private sector investment in distressed areas.
areas
SBA Seg. 501, 502 State and local develop- 32 95 14 Lncourages econémic growth and prosperitv in Stater
ment corporations and communities.
CSA Community Community Development 48 42  Encourages development in urban and rural low
Economic Corporations income areas.
Development
*Excludes Steel Loan Guarantee Program, funded with carry-over fupds of $96M. **Proposed for 1980,

1/ PFT personnel except FmlA which represents man-yel

2/ BA for grants and loans.

valent of staff time.

DECEMBER 1978




FEDEIAL ASSISTANCE FOR BOONGMIC AND QUMMUNITY DEVELOPMENT EXHIBIT v
Agency Planning Assistance . Eoorymic Developrent. _ . — O ity Develop
Economic: Development 1oans Economic Development Grante _ Technical Malsunoe
A l’rovldas grants to develop the coupre-  Provides buinees lowns and Provides grants for public works activities, Provides dhsct Tectinical Assistance and Provides comanity developmnt
honslve planning copebilities of Stats quarantees to firms that can resolving local loan funds and operation of qrants to a dxvprae qroup of Statn, local public worke grants and loms,
and local governments, multi<county deronstrate that jobs and in- a variety of local, .aros state and sulti- public: and private {natitut fons, universlues, planning assistance, ard
developrent districts, and EDA desig- come will ba created or saved stata econamic develogment projectsa. tixma, and grofessional associations. technical asejstance.
. nated emall geographic arcas. and that there is a reasonable :
assuxance Of repayment.
oD Provides grante to develop the compre-  None Provide grants fof busincsg-related public Provides direct Technical Assistance and Provides comimity development

S8A (Only Sections

hesisive planning capabilitios of State
and local governments, and malti-county
area plaming areas. .

None

501 & 502 In-
dustrial Loan
Prograns}

PatiA (Only Rgral
Devalopment

CSA {Oonly Comumity
EBconomic De—

Provides grants to develop the ocompie-
hensive planning capabilities of. rural
ommnities and miiti-comnty planning

bodies. This is provided via the PuHA
111 program ard through the Soil Con-

servation Sexrvice's Resesrch, Conser-

vation and Development Program.

oncsmic Do
velomont Pro-
grans)

Title V Regional
Oammi g8 lona

Provides granta to doveldp the compreo-
hensive plamiing capabilitiea of State
Govte. and multi-county planning bodies
and development distxicts, plus special
planning activities of the Multi-State
Regicnal Comaissions. This is proadded
_via Title V of the Public Works and
Boonaic Develquunt Act of 1965.

National pevelop-  Norie
ment Bank  (proposed)

Providas via State and local De-
velogment Companies finds for
business loansi and guarantees to
firme that can desongtrate that
Jobe and incomes will be croated
or sawd and that there is a
reasaable asgurance of repay-
mant .

Provides loan guarantees to -

works activitles and the operation of a vari-
ety of local, state and multi-stata economic
dovelopment projects via UDAG and CDBG.

Nore

P:uvldan grante to rural areas for development

firme that con demonatrata that of Industrial parks.

Jobe and incomes will be created
or saved and that thexe is a
reasanable assurance of repay-
mmt; rural areas mly.

Hone

Will provide loans, guarantoes,
and selectod subsidies to firmw
that demonstrata that jobs and
incames will be created ar saved
and that there is a reasonable
assurance of repayment.

Provides grant funds to Commnity Develop—
went Corporationa which use these funds
for investwent in for profit businesses

that provide umloymt q:purumlties.

Provide supplomental pabhc works grants .
to other basic programa and grants to conduct
special domonsération projocta of a variod
nature.

Provido grants to businesses as a subsidy
to influence théir location decisions.

grants to a diverse group of State, local
public and pdval.e Institutians, unjversities;
finrs, and pmtmlaul associations,

Provides management and teddnical assistance
to small businesoes and Furds university
centers,

Through an ‘extensive field delivecy system,
an_indepth tedmical assistance program is
wade avallable to State, local public and
pcivate institutions, firme and assoclations.

Provides grant funds to Oowrunity Dovelogp-
ment: Corporations which use these funds
fox pruv‘l_-idl.ot Technlcal Assistance.

Provides direct Techmnical Assistance ax
grants to State and local govenwents,
mlti-state development organizationg,
private fiome and professional associations.

Will provide direct Technica) Assistam
and grants to State and local goverments ,
uulu—sutc development organxzatlms,
private finm ad professional asgociations.

furds for public worke planning
assietance, technical assis-
tance and operatianal funds.

None

Frovideas camanity developrent
grants for water and wasbe dis-
pocal systeme and loans for

an assortment of commmnity
facilitiesn,

Peovides grant funds o Conanity
Develogment Corporations which
usce these funds for Oamamily
Puvelogment actlivities..

Provides sufplemental grants

ad duenonstration projects,
planning assistance and technical
assistance. .

None

President's Raorganization Project
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CURRENT DEVELOPMENT ASSISTANCE DELIVERY SYSTEM
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Regional Commissions rely on the States for develop-
ment planning and programming, while HUD and EDA
largely bypass the States.

Authority does not match responsibility

Agency responsibilities are split along both geo-
graphical and functional lines so that Cabinet
secretaries often lack program authority to carry out
their responsibilities. No Cabinet official has the
authority to devise and carry out overall development
policies.

For example, although USDA has the rural develop-
ment lead, 75 percent of development grant funds

to rural areas are in HUD and Commerce. Commerce, -
which has major economic development responsibilities,
spends most of its EDA funds on public facilities,
while HUD, which has major community facilities
responsibilities, spends more on economic develop-
ment projects through its Urban Development Action
Grant (UDAG) and Community Development Block Grant
(CDBG) programs than all of EDA.

This fragmentation causes major administrative and

programmatic problems, including:

° Confusion and excessive administrative burden and

cost at the State and local level

Separate regulations, requirements, and management -
procedures cause confusion at the local level,
particularly when projects involve a mix of housing,
economic development and community development, as
they often do. Small cities and rural areas, in
particular, complain that only cities with extensive
and costly grantsmanship operations can sort out the
maze and get adequate development funding.

Limited ability to involve the private sector

The number of agencies and procedures to be followed
for packaging complex projects results in long lead
times before projects can get underway. One agency's
refusal can jeopardize the project, making businesses
reluctant to get "tied up" in government red tape.
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Inefficient use of Federal personnel and resources

Opportunities to save administrative costs are being
lost. In fact, there is a trend toward further waste
and overlap. Three agencies are expanding staffs to
conduct similar economic development functions

(FmHA, HUD, and EDA). The National Development Bank
will require the same skills. HUD, EDA, and FmHA

are reviewing plans and applications from the same .
communities, often for the same project. Coordination
can help, but it is costly and wasteful and seldom .
provides a long term solution.

Unnecessary rigidity in the system; lack of ,
flexibility to respond to local needs and opportuni-
ties; inability to pool and focus limited funds

Each categorical program has a slightly different
viewpoint, targeting criteria and requirements.
Each community must attempt to tailor its strategy
to react to the changing mix of often narrow and
not always consistent agency viewpoints and funding
levels. ‘

Lack of policy focus and direction

Fragmented programs and agency responsibilities make
it difficult to devise and implement coherent

national policies. No one agency can formulate
development strategies that balance the needs of urban
and rural areas or set priorities among different
types of development tools.

Difficulties in comparing and evaluating the
effectiveness of different approaches

Wide variations in data collection and interpretation
among programs and agencies hamper evaluation. No
agency can evaluate the total impact of development
assistance programs.

Gaps and overlaps in geographic coverage

Gaps and overlaps result from the widely different
‘definitions of urban and rural used in different
programs and the presence of three different agencies
(HUD, EDA, and FmHA) providing virtually identical
kinds of assistance to smaller communities.

ADMINISTRATIVELY CONFIDFNTIAL
‘SENSITIVE
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.‘ B. Issues

Three key substantive issues underlie decisions on how
to organize Federal development assistance programs:

1. Whether to separate community development and
economic development programs

Two types of Federal assistance are available to
help revitalize local communities: (1) community
development assistance to States and localities

to improve basic community facilities, rehabilitate
housing, provide certain needed services to the
poor, and carry out such functions as code enforce-
ment; and (2) economic development assistance to
communities and private businesses to encourage job
retention or creation through investment in needed
public facilities or direct loans to businesses

Although these two types of assistance serve some-
what different purposes, the overlap between them
is substantial and local officials often do not
distinguish between them in practice. Much of the
"economic development" assistance goes for basic
community facilities of the sort eligible for
funding under the "community development" programs
' (water and sewer lines, land acguisition, street
improvements, etc.). Similarly, a sizeable share
of the "community development" funds are used for
business assistance purposes (feasibility studies,
revolving loan. funds providing financial assistance
to private companies, public facility investments
supporting new business expansions, etc.}).

Because the activities funded by these two sets of
programs are so similar, and because successful
projects frequently require both, there is a strong
argument for colocating them to provide one stop
shopping for governors, mayors and other officials.
The major counter argument is that colocating
economic development with broader purpose community
development programs might divert economic develop-
ment funds from job creation efforts.

2. Whether to separate economic development assistance
to-business from economic development assistance
to State and local governments

You may wish to combine economic development and
community development, but separate assistance that

‘II’ _ ADMINISTRATIVELY CONFIDENTIAL
' SENSITIVE
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goes directly to businesses to encourage them to
locate in distressed areas from assistance that
goes to governmental units for the same purpose.
The basic argument for this division is that the
technical skills and outlook required to provide
assistance to businesses differ markedly from those
required to assist the public sector. The major
argument against this separation is that most
local projects require a combination of public

and private assistance and the separation would
make it more difficult to forge public-private
partnerships to promote development deals. Public
economic development assistance is often passed
through to businesses through loans or other
activities for the same uses as direct business
assistance. In addition, the economic development
aid to business is different from other types of
business assistance since it is designed Chiefly
to encourage and :aid business involvement in
efforts to help lagglng local. areas rather than to
subsidize business in general.

Whether to separate urban and rural development
programs

The community and economic development programs for
rural areas in the Farmers Home Administration:
duplicate many of the programs in HUD and EDA, both

- of which operate community development and economic

development programs in both urban and rural areas.
The major argument for making this urban-rural
division is that the needs and capabilities of
communities differ in urban and rural settings,
requiring different programs and delivery systems.
The major argument for merging urban and rural
programs 1is that it is hard to draw a clear line
between urban and rural areas. In addition, the
development problems of urban and rural areas are
highly interrelated.

Principal Alternatives

Option 1l: Group major Federal community and -

" economic development assistance and some hou51ng

programs for urban and rural areas into a Department
of Development Assistance; streamline and consoli-
date Federal development assistance programs.

This option would combine in. a single department
a core set of development tools available to
governors, mayors, and other publlc and private

ADMINISTRATIVELY CONFIDENTIAL
SENSITIVE
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officials seeking to revitalize local areas
and attract jobs and businesses. It is based on

the view that effective economic development
promotion requires a public-private partnership
and the coordinated use of a variety of develop-
ment tools -- especially public facilities,
business assistance, and housing. It also takes
account of the interdependence of urban and rural
areas and the difficulty of drawing a sharp
division between the two. The Department of
Development Assistance would become the focal
point of Federal efforts to encourage the long-
term viability of States, regions, and local
areas of all sizes and the agency responsible

for formulating balanced development policies

and programs. Within the department, economic
development programs would be kept distinct from
community development and housing to ensure that
they do not lose their jobs creation focus. The
internal organization would provide special repre-
sentation for rural and urban concerns and take
account of the special delivery system needs of
small towns and rural areas. The option embodies
not only organizational changes, but also a number
of program consolidations that the organlzatlonal

‘ : changes make possible.

Organizational Changes

The following program authorities would be included in
the Department of Development Assistance {(DDA) :

Current Agency : Programs
Commerce Economic Development Admin-

istration, all programs;
Title V Regional Commissions

Department of Agriculture: Community facilities, water

Farmers Home Adminis- and sewer, and Business and
tration ; v Industry Loan programs
HUD : All programs
SBA Section 501 and 502 programs
National Development All programs

Bank (proposed)

Community Services Community economic development

‘ - Administration , program

ADMINISTRATIVELY CONFIDFNTIAL
SENSITIVE
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Exhibit VII depicts the transfer of resources and personnel
associated with this option. Exhibit VIII shows general
placements in the resulting department. Exhibit IX shows
the streamlined development assistance delivery system.

Program Changes

This option would make possible a number of program
changes that would streamline further the Federal
development assistance programs. All of these program
changes would require separate legislation and could

be pursued simultaneously with the organizational changes

or be phased in over a period of time.

Consolidated Economic Development Assistance Program

Combine 12 individual economic development grant and
loan programs into:

(1) a consolidated economic development grant program
"(EDA Title I, IV, IX, Secs. 301l(a) and 304; HUD
UDAG; FmHA Industrial Development Grants);

(2) a consolidated economic development loan program
building on the proposed National Development
Bank. (National Development Bank programs; EDA

Title II Business loans; FmHA Business and Industry

loan guarantee program; SBA 501 and 502 loans to
State and local development corporations.)

Both of these would be discretionary programs. Separate

urban and rural allocations would be provided. The con-
solidated program could be introduced as the Administra-

tion's EDA reauthorization bill, which comes up this
year. Both programs would be administered by an
expanded EDA, which would be one of the core units
in the DDA. '

Planning Assistance and Planning Requirements

Replace six of the existing development planning assist-
ance programs (EDA 301(b), EDA 302 (a)(b); HUD 107, 701;

FmHA 111) with a single program that would fund an
integrated development priority-setting process. Exist-
ing planning requirements of the programs within the
DDA, as well as some programs left outside it (e.g.,
transportation, EPA water and sewer, and employment and
training) would then be changed to respond to these

priorities and to reduce overlapping planning requirements.

ADMINISTRATIVELY CONFIDENTTIAL
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EXHIBIT VII
DEPARTMENT OF DEVELOPMENT ASSISTANCE
BUDGET AND EMPLOYMENT

BUDGET* AND LOAN AUTHORITY BY SOURCE
MILLIONS)

SAVINGS
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DDA
$37,929 (BA)
S 8,436 (BA)
fafter
cransfers)
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23,000

TITLE V

CCMMISSIONS

NATIONAL DEPT. OF
#1979 BUDGET AUTHORITY DEVELOPMENT COMMERCE
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PERMANENT POSITIONS BY SQURCE . . SAVINGS
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Planning Assistance

DEPARTMENT OF DEVELOPMENT ASSISTANCE (Option 1)

(Major Program Divisions)

Housing

HUD 701, 107
-FmHA (111 program)

Title V Commissions
(planning funds)

Economic Development
Administration
(Sec. 301 (b), 302)

Federal HousSing
Administration

Govefnmeht National
Mortgage Assn.

Fconomic Development

SBA (Sec. 501, 502
Development IL.oans)

FmHA (Business and
Industrial Loans,
Industrial Devel-
‘opment Grants)

National Development
Bank

EDA (all programs)

Community Services
Administration
(Community FEconomic
Development)

HUD (Urban Development

Action Grants)

EXHIBIT VIII

Community Development

HUD (Communityv Devel-
opment Block. Grants
and Sec. 312 Rehab-
ilitation Loans)

FmHA (Community
Facilities, Water
and Waste Disposal)

Title V Regional Commissions




DEPARTMENT OF DEVELOPMENT ASSISTANCE

EXHIBIT IX

REGIONAL ACTION _ : , )
ANNING COMMISSIONS | ECONOMIC DEVELOPMENT COMMUNITY DEVELOPMENT HOUSING DEMONSTRATION, CONSUMERS PLANNING.
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Rural -Development

Create a unified, flexible and more efficient rﬁral
. community fac111t1es program by merglng four existing
Vprograms into two:

One fOr rural community development "loans (FmHA
water and waste disposal and community facilities
loans}); and

o

one for rural community development grants (FmHA
water and waste disposal grants, and Community
Development Small Cities 'Grants). :

The two programs would -be administered by a rural
community development unit that would form part of the
core of DDA.

Option 2: Group major Federal community and economic
development programs to the public sector into a
Department of Development Assistance; group programs
providing development assistance to the private sector
-1in the Department of Commerce; streamline and consoli-
date Federal development assistance programs

This option would combine community and economic develop-
ment programs for urban and rural areas,. but would
"separate those program providing development assistance
to States, local governments and other public bodies
from those providing development assistance directly

to businesses. The public sector programs would be
combined in a Department of Development Assistance

built on HUD.

Organizational Changes

The proposed Departmeht of Development Assistance would
include the following programs:

Currént'Agency . Program
HUD All programs
Commerce : EDA: = (all programs except

Title IT business loans,
Title III Technical Assis-
tance grants to business,
Trade Adjustment Assistance);
Title V Commissions

USDA: Farmers Home - Community facilities, water
Administration . and sewer, Industrial Develop-
‘ment grants

AUWDHSH@FBEEX(INFHENTUHJ
"SENSITIVE :
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The following programs would be added to the Department
of Commerce:

Current Agency : Program

USDA: Farmers Home ~ Business and Industry Loans
Administration o

'SBA - ‘Sections 501 and ,5.0;2

CSA Cohmunity Economic Develop-

ment Program

National Development All programs.
Bank (proposed)

_Program Changes:

This option would also make possible the consolidation
of economic development grant and loan programs, plan-
ning assistance programs, and rural community facilities
programs. However, the development planning function
would be organizationally separated from the private
sector economic development. programs, and the consoli-
dated economic development grant program would be
organizationally separated from the consolidated
economic development loan programs.

Exhibits X and XI depict the transfer of resources and
Exhibits XII and XIII show the resulting organlzatlons

Option 3: Group Federal economic development programs
for urban and rural areas in the Department of Commerce
leaving community development programs in HUD and
Agriculture; streamline and consolidate economic
development assistance programs

This alternative would make a sharp division between
economic development programs (both those providing aid
directly to businesses and those providing aid to busi-
nesses through public entities) and community development

.and housing programs. It is based on the presumption

that economic development and community development are
fundamentally different, and that economic development
programs must be closely tied organizationally with
business related functions in the Commerce Department
rather than with the other community revitalization and
public facilities programs in the Departments of HUD
and Agriculture. It would differ from Option 1 by
separating both kinds of economic development: programs
from the community development .and housing programs in
both HUD and FmHA. It would differ from Option 2 by

ADMINISTRATIVELY CONFIDENTIAIL,
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DEPARTMENT OF DEVELOPMENT ASSISTANCE
BUDGET AND EMPLOYMENT

BUDGET" AND LOAN- AUTHORITY BY SOURCE
(MILLIONS)

‘SAVINGS
s40 |

!

HUD

$32,988 (BA)

DDA
‘$34,090(BA)
$ 1,150 (LA)
{aicer
transfers)

$20, 000
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TITLE v
COMMISSIONS
v N DEPT. OF
#1978 BUDGET AUTHORITY _ COMMERCE
$2,500
PERMANENT POSITIONS BY SOURCE | savings
= 1

17,564
fafter
transiers:

TITLE V
COMMISS10NS

DEPT. OF
COMMERCE
29,600




FmHA
$2,600

USDA
$20,000

*1979 BUDGET AUTHORITY

EXHIBIT XI

AN ENHANCED

DEPARTMENT OF

COMMERCE

BUDGET AND EMPLOYMENT

BUDGET* AND LOAN AUTHORITY BY SOURCE
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DEPARTMENT OF DEVELOPMENT ASSISTANCE (Option 2)

Planning Assistance

Economic Development

EXHIBIT XII

Community Development

HUD 701, 107
FmHA (111 program)

Title V Commissions
(planning funds)

Economic Development
Administration
(Sec. 301(b), 302)

Housing
Federal Fconomic Development
Housing Administration
Administra-= (Grants to public
tion entities)
Government FmHA (Industrial _
National Development Grants)
Mortgage
Assn.

HUD {Urban Develop—
ment Actioh Grants)

Title V Commissions

HUD (Community Develop-
ment Block Grants and
Sec. 312 Rehabilitation
Loans)

FmHA (Community Facilities,
Water and Waste Disposal)




.. Trade

AN ENHANCED DEPARTMENT OF COMMERCE (Option 2)

Technology Statistics

Business Development

EXHIBIT XIII

Economic Development

Industry and
Trade Adminis-
tration (Trade
Activities)

Maritime
Administration

{Additional trade
functions to be
determined)

National Buréau Bureau of Census
of Standards
‘ Bureau of Eco-
Patent Office nomic Analysis
National Techni=
cal Information
Service

National Telecom-
munication and
Information
Administration

Office of Minority
Business Enterprise

Industry and Trade
Administration
(biisiness services)

SBA (Sec. 501, 502
Devielopment TL,oans)

National Development
Bank

FmHA (Business and
Industrial Loans)

Community Services
Administration
(Community Fcono-
mic Development)

Economic Developiient
Administration
(Grants and Loans
to Business)
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locating in Commerce not just the economic development
programs providing aid directly to businesses, but also
the economic development programs providing aid to
businesses indirectly through State and local governments.

Organizational Changas

The expanded Department of Commerce and Economic Develop-
ment would include the following additional programs in
Commerce. '

Current Agency Program

HUD UDAG

Agriculture: Farmers Business and Industry Loans;
Home Administration Industrial Development Grants

Community>Services‘ Community Economic Development
Administration - program

SBA , Section 501 and 502

National Development All programs

Bank (proposed)

A limited form of this option would locate all these pro-
grams except UDAG- in Commerce. UDAG will be due for re-
authorization in 1980 and a decision on its ultimate
placement would be deferred until then.

Exhibits XIV and XV depict the transfer of resources and
the resulting organization of the Devartment of Commerce
and Economic Development.

Programmatic Changes

Like Option 1, this option would include the consolidation
of Federal economic development programs, but not rural
community facilities consolidation or planning assistance
consolidation.

The limited suboption (without UDAG) would not allow full
consolidation of economic development grant programs.

Option 4: Divide the Federal housing, community
development and economic development functions into
separate departments of urban development and rural
development; streamline and consolidate Federal develop-
ment assistance programs in the two departments

Under this option, the community development, economic
development and housing programs for urban areas would

ADMINISTRATTIVELY CONFIDFNTIAL
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DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMENT  EXHIBIT x1v
" BUDGET AND EMPLOYMENT '
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EXHIBIT XV

DEPARTMENT OF COMMERCE AND ECONOMIC DEVELOPMFNT (Option 3)

Trade : Technology Statistics

Business Economic
Development Development
Industry and Trade National Bureau of Bureau of Office of National Develop-
Administration Standards . Census Minority ment Bank
Business
Maritime Adminis- Patent Office Bureau of Enterprise HUD (Urban Devel-
tration ' Economic ' opment Action
National Technical Analysis Industry and. Grante, Loans)
Information Trade Admini-
Service stration FmHA (Business
(business and Industrial
National Telecommu- services) Loans) '

nications and
Information Admin-
istration

Community Services
Administration
(Community Eco-
nomic Develop-
ment)

Fconomic Develop-
ment Administra-
tion

SBA (Sec. 501, 502

' Development Loans
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be located in the present
Urban Development and the
areas would be located in
Agriculture. This option

Department of Housing and
comparable programs for rural
the present Department of
would require several struc-

tural and programmatic changes.

Organizational Changes

The urban allocations of the following programs would
be transferred into the Department of Housing and Urban

Development:

Current Agency

Commerce

National Development
Bank -

SBA

Community Services
Administration

Programs

EDA

All programs

501 and 502 programs (loans
to State and local develop-

ment companies)

Community economic develop-
ment programs

The rural allocations of the following programs would
be transferred into the Department of Agriculture:

Current Agency

Commerce

National Development
Bank

HUD

Community Services
Administration

Programs

EDA

All programs

CDBG and UDAG; housing
programs; planning grants

Community economic develop-
ment programs

The Title V Regional Commissions would be made independ-
ent entities as is the Appalachian Regional Commission
and would report to the President. Full consolidation
of planning assistance functions could be done within
the Title V Commissions, but this would separate plan-
ning assistance programs from the departments that

make the related funding decisions.

ADMINISTRATIVELY CONFIDFENTIAL
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Exhibits XVI and XVII depict the organlzatlon of the
resulting departments.

Programmatic Changes

This option would allow consolidation of the develop-
ment planning and economic development loan and grant
programs, but would necessitate separate urban and
rural programs for each. In . addition, it would incilude
consolidation of rural community facilities programs.

Principal Advantages and Disadvantages of Each Option

Each option substantially simplifies delivery of Federal
development ‘assistance to State and local governments and
private business. Each provides a rational organizing
principle. Each will make it easier to develop and carry
out subnational development strategies. Each paves the way
to program consolidations allowing further streamlined program
delivery. Each provides a home for the National Development
Bank, thus increasing its chances for passage. Option 4,
however, requires that the Bank be split.. Each saves money.
On the other hand, each may cause short term disruption and
cost. However, these options share these beneflts and draw-
backs in varying degrees

, .'Ogtlon 1l -- all development assistance in a DDA --
provides one stop shopping for State and local officials
seeking major development aids. It recognizes the inter-
dependence of economic and community development and urban

and rural problems. It encourages the links between the
public and private sectors that are necessary for effective
economic development. It gives one Federal official the tools
to formulate balanced development strategies, target resources
on defined needs, and evaluate the impact of development
programs. It keeps EDA intact and expands it in a new
organization. It streamlines Federal development assistance
programs and permits significant savings for Federal and

State and local governments.

On the other hand, it builds on HUD, a change which
some argue will dilute EDA's business focus and subordinate
development to housing. It also fails to recognize the links
between economic development and trade and other business
assistance.

ADMINISTRATIVELY CONFIDENTTAL
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EXHIBIT XVI

DEPARTMENT OF HOUSING AND URBAN DEVELOPMENT (Option 4)

Planninngssistance ,Housing : ' ~ Urban Development
HUD 107 and 701 (large Federal Housing Admihis- HUD (Community Develop=
cities' portion) ' tration ment Block Grants,
R o Urban Development Action
EDA (Sec. 301, 302 = Government National Grants - large cities’
large cities' portion) Mortgage Assn. portion) '

EDA (all programs - urban portion)

SBA (Sec. 501, 502 Develop-
ment Loans) ' :

National Development Bank
(urban portion)

Community Services Administra-
tion (large city Community
Fconomi.c Development)




DEPARTMENT OF AGRICULTURE (Option 4)

‘Agriculture, Trade

EXHIBIT XVII

___and Marketing Consumer and Mutrition .
Agrlculture Marketlng : Food & Nutrition Service
Serv1ce o

, Food Safety & Quality
Animal & Health Inspec—
tion Service . Science and Education
o Administration
Federal Grain Inspectlon
Serv1ce ' :

Agr1cultura1eStabilization
and Conservation Service

Forelgn Crop Insurance
Corp. :

Foreign Agricultural
Service

Rural Development

HUD (Small Cities portions
of Community Development:,
Block Grants and Urban '
- Development Action Grants:
plannlng and housing programs)

EDA (aIl programs - rural’portion)

FmHA (all)

National Development Bank

(rural portion)

Community Services Administration
(small cities Community
Fconomic Development) .

Soil Conservation Service:
(non-construction)

Rural Flectrification
Administration

Rural Development Service-
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Option 2 -- putting public sector development assistance
in a DDA; private sector assistance in Commerce -- ensures

that programs delivered directly to the private sector do not
lose their business focus because it keeps them in the "business™
department. It helps improve control over and establishes
consistency in Federal business credit policies. It reduces
‘the number of agencies with which businesses must deal directly.
It recognizes the interdependence of urban and rural areas.

It also recognizes the linkages between development assistance
to the private sector and general business promotion.. ’

On the other hand, it fails to recognize that development

_a551stance funds to the public and private sectors are inter-
dependent and need to be packaged together; it risks trans-
forming business assistance. intended to aid distressed
communities into more general business subsidies; it involves

~.an extra stop for local officials seeking development assist-
ance; and it hinders public-private partnerships. It requires
splitting the EDA and its economic development programs and
splits responsibility and accountablllty for economic

development.
v Option 3 -- placing all economic development assistance
in Commerce -- simplifies delivery of economic development

assistance and focuses economic development resources at the
Federal level. It recognizes the links between economic
development and trade and other business assistance and links
the public and private partners usually involved in economic
development projects. It permits better control of Federal
business credit programs It builds on EDA's reputation for
strong management. ° ' '

On the other hand, it does not recognize that economic
" development and community development are quite similar in
practice and that most development assistance projects require
both to relieve local distress. It further fragments Federal.
development assistance by separating community and economic
development programs in two agencies: where they are now combined.
- It does not allow planning program consolidations and leaves
. community development programs scattered.

OEtlon 4 —- spllttlnggdevelopment assistance betweenf'
HUD and USDA---simplifies service delivery and clarifies
authority for different clients. It stresses that urban and
rural needs are different and must be addressed separately.

, On the other hand, it fails to recognize - that
urban and rural problems are interrelated. It assumes that
the distinction between "urban" and "rural" areas is suf-
‘ficiently clear cut to provide the basis for a Cabinet level

ADMINISTRATIVELY CONFIDENTIAL
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division, and overlooks the impact of population changes,
which would require towns to shift from one agency to

another as they grow. It also would not provide a logical
forum for State development strategies and projects. Finally,
this option is most disruptive because it would require that
EDA, HUD, SBA, CSA and the National Development Bank programs
and technical capacities be split along>urban and rural lines.

Table A compares and contrasts the advantages and
disadvantages of each optlon

Agency Comments

Commerce recommends Option 3 -- that economic develop-
ment functions be consolidated in Commerce and that trade
functions and business assistance in Commerce be strengthened.
Commerce believes economic development and community develop-
~ment are. quite different, that economic development is aimed
at stimulating private investment, and community development
is dimed at promoting the social welfare of communities and
their residents. It strongly opposes transferring economic
development activities of the public and private sectors,
stating that Option 2 would dismember the well-run EDA .
program and obstruct achievement of public-private partner-
ships. Commerce strongly feels that the inclusion of the
economic development function with housing and community
development (Option 1) would make the economic development
function impotent =-- that these funds would quickly be
contaminated by community development activities. This is
based on the expressed fear that HUD's constituents and

"social welfare ethos" would predominate. Commerce also
feels that reorganization alone will not achieve adminis-
trative and program efficiencies in a new Department and
that a new Department would be an awkward amalgam of activi-
ties. Commerce feels that sectoral problems are increasingly .
important and that sectoral analysis, trade, and economic
development must be linked organizationally. Commerce argues
that EDA is working well at Commerce. They believe that '
economic development should remain at Commerce and be
strengthened by adding the National Development Bank program..
It further believes that the EDA reauthorlzatlon is a good
vehicle to accomplish this end

HUD supports the creation of the DDA Optlon—l;;l
the only option which brings together all of the nece sary
development resources to make an effective attac on. sub-
national development problems. HUD reserves final judgment
on the content of program consolidation until further
information is available. HUD believes that community
development, economic development, and housing must be in
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ADVANTAGES

TABLE A:

oPTION 1

All Development Assis-

OPTION 2

Business_Assistance in a

ADVANTAGES AND DISADVANTAGES OF DEVELOPMENT ASSISTANCE OPTIONS

" OPTION 3

Econamic_Dévelopment

OPTION 4

All Development

tancé in a Department of Depar trment _of Commerce, in _a Department of Assistance Split
Development Assistance State and local assistance Commerce, Community Between HUD and
in a Départment of Develop- Development in IUD USDA
ment Assistance and . USDA
HIGH MODERATE Low HIGH

Would colocate development prograns
streamlining delivery of programs,
providing fewer stops for seeking .
development assistance and improving
capacity of the Federal Goverment
to respond. to local developiment
strategies. )

Cambines major develop-
ment programs in one
department. Provides
one-stop shopping for
development. assistance-.
Maximum capacity to
respond to development

Conbines major development
programs in 2 departments.
Provides one-stop shopping
for govermments and onhe-
stop shopping for busines-
ses. Improves capacity to
respond to development

Canbines major de-
vel&ment programs
in 3 departments.
Provides one-stop
shopping For busi-
nesses, but requires
3 stops for State and

Combines major devel-
opment programs in 2
departments. Pro~
vides one-stop shop-
ping for local
governments, but re~
quires 2 for States

Clarifies responsibilities and
accountability for balanced sub-

. national development policies.

Improves capacity to set. policy,
implement programs, and evaluate im-
pact. Allows focusing of limited
resources. -

Gives one agency respon-
sibility for development
assistance. Provides
unified responsibility
for econamic and cammi-
nity development policy.

Gives responsibility to 1
agency for assistance to.
business and to another for
public development assis-
tance. . Splits tools and
responsibility for econamic
devel6pment policy and
evaluation.

Gives 1 agency re-
sponsibility for
economic deVelopment
ard leaves 2 others
resporisible for
hous:lng and comiu-
nity development.

strategics. strategies, but limits local governments. &1 businesses.
ability to respord to . Little improvement in Inproves capacity to
business assistarce part. capacity to respond. respona to local
o strategies.
HIGH MODERATE . MODERATE MODERATE

Gives 1 agency ré-
sponsibility for
urban development |
and 1 responsibility
for rural development
Limits capacity for a
balanced growth
strategy by estab-
lishino advocate
agencies.

Paves the way for program consoli~
dation that would streamline Federal
development assistance, reducing
plans and applications necessary,

HIGH

Economi¢ Development
grant program consolida-
tion.

Economic Dovelopment

HIGH

Same ds 1, biit with qrant
and busjness assistance
consolidation$ inh $eparate
departments. o

Economic Development
grant consolidation

Econdiic Development:
business assistance

MODERATT

Same as 1, but re-
quires splitting each '
consolidated program
into 2 programs in-

and standardizing and simplifying business assistance pro- consol idation stead of 1.
requirements. gram consolidation 8
’ Riral Cammmity Develop~
ment consolidation
Planning assistance
consolidation
G HIGH MODERATE MODERALE:
Provides Federal cost savings and $43 Million $42 Million $36 Million Unknown
an opportunity for State and local .
t savings by reducing paperwork {Federal) (F al) (Federal)

duplication.
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HIGH

HIGH

HIGH

5. Obviates the need to establish the . Places the Bank into a Places the Bank into the Places the Bank into Splits the Bank
Development Bank as a separate en— Departinent of Development Department of Cammerce. the Department of between HUD .and
tity, increasing its chances for Assistance. ) Conmerce. Agriculture,
passage.

HIGH MODERATE LOW THIGH

6. Recogmzes the mterdependence between Places all economic de- Economic development piblic ‘Séparates econamic Colocates economic
economic development, Catminity devel- velopment with' cammihity séctor assistahce would be development from development,
opment, and housing; that assistance development and most cambined with community de- community develop— camunity develop-
directly aimed at businesses, public housing. velogrment and housing, ment and housing. ment, and hwsuxg
fac111t.1es, and housing are all impor- while direct business in 2 agencies.
tant: in influencing business decisions assistance would remain
and often need to be packaged to separate.
achieve a development strategy; and
that camiunity develofitent and eco-
nomic development often do the same
things (e.g. $500 million of CDBG
goes for economic development).

HIGH Low MUDERATE HIGR

7. Recognizes the interdependence of pro- Colocates all economic Economic development assis- Colocates funds for Colocates all economi
grams designed to attract business to development assistance. tance to the private sector econamic develoment, development funds in
lagging areas whether they deliver -is separated fram economic but comumity devel- rural and urban
assistance directly to the private development assistance to oment funds used agencies.
sector or indirectly through the the public sector. for economic develop-
public sector; that often the public ment are still in a
and private assistance needs to be separate agency.
packaged; that there is little clear
distinction as both are used to
‘write down costs to businesses to
influence location decisions; and
that grant funds aré also used for
loans to businesses through local
tovolving loan funds.

LOW HIGH HIGH LoW
8. Stresses the mterdepe:ﬂence ‘of eco~ Separates economic de- Places most business assis~ Places most business Separates economic

namic development (place-specific)
business assistance, sectoral analy-
sis, and trade policy; encourages
focusing of econamic development
resources on trade, technology, and

velopment business
assistance fram trade
and sectoral analysis.

tance toyether and places
economic development busi-
ness assistance with trade
and economic analysis.*

assistance together
and places economic
development business
assistance with trade
and economic analy-
sis.*

development busi-
ness assistance
from trade and
sectoral analysis.

RecogniZes the interdepéndence of
urban and rural areas and eliminates
gaps in geographic service coverage.

IIGH

Onie department respon-—
sible for all areas.

sumes evéntual SBA transfer to Department of Comneice

HIGH

Both departments responsis
ble for all areas.

HIGH

Both departments re-
sponsible for all
areas.

oW

Splits urban &nd
rural responsi-
bilities.
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Recagnizes the diffetences in the

MODERATE

MODERATE

HIcH

10. The DDA would be orga- Same as Option 1. EDA would have sep- Provi enti
needs, pzd:.}ans, and capacities of nized to respond to o arate allocations fggvi?;lgmtég—

- urban and rural areas. urban and rural needs for urban and rural. ferent policies and
and would have separate Cammumity develop~ delivery systems for
allocatmns for each. ment would stay split. urban and rural areas

11. Mikes better use of scarce technical Ccmbin& all staff famil- Canbines staffs for busi- Combihes all st techni
 of . . n fam af - 1 | taff Separates all i-
talent at the Eeds;ra.llf Sb‘ite,'and' iar with local develop— ness assistance and staffs familiar with eco- ca?a;kills betiweén
local levels by avoiding duplicative ment problems and place- for comunity development, namic develogment " urban and rural.
staff capacity. oriented econamc devel- but still requires 2 staffs problems and all Cambines staff
opment., put splits st_:af»f familiar with local devel- staff familiar with familiar with urban
hmlg@geab;e in busi- opment problems. business assistance and rural problems.
ness analysis. programs, biit splits
staffs workiny on
dévelopment: assis-
tance more generally.
MODERATE HIG! HIGH oW
12. Centralizes control over Federal Oentra}'izes oontrol over Potentially places most Potentially places Leaves business
credit programs and increases con- economic development business credit programs in most business credit credit programs

Sistency in business lending lending, but maintains one agency.* programs in one scattered. )

practices. this separate fram other agency.* ' '
business lending.

MODERATE 'MODERATE HIGH oW
13. Potentially increases business Consol idates economic de~ Puts business assistance in Puts most i i i
: . 3 c

willingness to participate in velopment and puts it in & "business departrent,® developmen mﬂ 'ﬁgim muc ?;-

Federal economic development pro— a department with mostly but $eparates it fraom public "business depart= it t:npmn depat Hen p_:s

grams by consolidating programs and publi¢ programs. programs frequently needed © ment,” with publi rans

providing programs in a department O compiete projects. o : C prog: -
with a strong business focus.
f1GH MODERATE LOW HIGH
14. Reduces pressure for State and local No Federal fragmentation Most development functions Still splits economi nic No Federal fragmenta-
governménts to duplicate fragmenta- in development programs. are consc;wlidat‘:ed Fedex;gxly, deyglopm_t frqn cane tion would exl§t for
tion at the Federal level. but public/private split minity development. any one commmnity.
could encourage fragmenta-
tion of State and local
development authorities.
VODERATE LW HIGH - LoW
15. Provides a good administration re- Can use EDA reauthoriza- The split in departments {)ses EDA reauthoriza- Splits EDA between

SPO) to EDA reauthorization and
biilds oni EDA, which has a reputa=
tion for strong management.

tion. Moves EDA intact
to the DDA and expands it
within DDA.

s eventual transfer of SBA to the Department of Comwmerce

suggested here might re-
quire separate legislation.
Splits EDA in two.

tion and builds on
EDA in place.

two departments.




DISADVANTAGES

OPTION 2

OPTION 1 OPTION 3 OPTION 4
MODERATE HIGH VODERATE HIGH
1. Reorganization always involves same Moves EDA intact. Splits Splits EDA and FmA devel- Moves UDAG. Splits Splits EDA and HUD
short-term disruption and costs. FmHA devevlopnt.ant from opment programs and tools. A development development programs
. farm and housing programs. programs. and the National
Development Bank.
HIGH o MODERATE - MODERATE HIGH
2. Some recipients complain that reorgan~| Provides only one princi- Provides only one entry point Provides only one Provides only one
ization would no longer allow them to { pal entry point for devel- for State and local governments| entry point for entry point for
"work the system” as they would have opment assistance. except in packaging business econamic development. urban and ane for
less entry points: with other assistance. Still rural.
permits businesses access at
- Federal and local level.
HIGH VODERATE o AIGH
3. Placing econamic development programs | Economic development pro- Economic development public Econamic’ development Econcmic de’v‘elopté‘nt
in a department consisting primarily grams are co-located with assistance programs would be programs . are organized oiminity developmnt
of hoising and commmnity development housing and community combined with ogrimunity dev- separately. and housing programs
could dilute the business focus of development, but kept elopment and housing, but are co-located.
these programs with a public focus. distinct organizationally business assistance programs ' .
) : and programmatically would be maintained separately.
within the department.
o rv FODERRTE ] HIGH 104
4. Placing programs for the development Econanic develomment pro— The economic development busi- | All economic develop— Econcmic devej.q:inamt
of lagging areas in a department pri- | grams are separated fram ness assistance programs would |ment is cambined with is maintained separ-
marily focused on trade and business trade and other business be combined with trade and other business assis- ate fran other busi-
assistance ocould dilute the place- assistance. general business assistance. tance.. ness assistance.
specific public focus of these pro-
grams with a general business-
pramotion, ailing-industry focus. .
— HId HIGH MODERATE [
5. Placing rural programs in the same rural programs are placed Rural commmnity development Urban programs would Rural programs are
department as urban ams especi- | in a department including programs are placed in a de- be included; but the raintained separately.
ally one built onh a traditiocnally all of HUD, but are grouped | partment including all of Gption would not
urban agency, oould dilute the rural -’ organizationally to protect | HUD. _ inc¢lude all of HUD.
focus of these programs. niral interests.
. - o T oW HIGH
6. Commnities would have to shift Urban and riral programs Urban and rural programs Urban and rural pro- Communities would

agency as their damographics changed,
moving them from urban to rural or

vice versa.

are combined.

are combined.

| grams are combined.

have to deal with'
different agencies
depending on their
current population.
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the same department to make development assistance work

as an integrated, place-specific approach. HUD opposes the
Commerce-based option because it would expand the artificial
distinctions between economic and community development
programs and continue the present fragmented development situ-
ation. HUD also opposes the Commerce-based option because,
unlike the DDA proposal, it would not allow a consolidated
planning assistance program and would forego much of the
associated State and local savings. The Commerce option
would also retain the current split in rural community
development programs. HUD believes Option 2 would be a
coordination nightmare, because it fails to recognize "the
inextricable and vital link between community development and
local economic development" and could "frustrate our efforts
to use public funds as a leverage for private sector investment."
HUD also believes the National Development Bank must stay with
other economic development programs in DDA, arguing that
location elsewhere could make it difficult to secure local
public sector involvement and would change the Bank's focus

to one of general business advancement. It feels that trade
functions are not necessary to creating a local development
assistance capacity. HUD believes that only the DDA option
will provide one stop shopping, achieve significant savings,
gather a critical mass of resources, significantly stream-
line the process and meet the Carter Administration's
commitment to a "new partnership." HUD believes that FmHA
multi-family assistance programs should be combined in the

DDA as a development tool. HUD believes the only realistic
alternative, in view of political problems attending each
plan, is between DDA and no reorganization at all.

USDA believes that community development, economic
development and housing should be combined, but that urban
and rural programs should be separated in different depart-
ments (Option 4). It opposes the Commerce-based option 3
because it would split economic development from community
development and housing. It believes Option 1 minimizes
the opportunity to consolidate program delivery at the local
‘level. Agriculture is particularly concerned that rural
assistance be delivered through multi-county district offices
of the sort that FmHA is creating and therefore urges that
any reorganization plan incorporate these offices.

SBA supports the DDA (Option 1) seeing little difference
between community and economic development. It endorses the
proposed shift of its Section 501 and 502 programs. SBA
opposes Options 2 and 3.

Treasury agrees that economic development programs
should be consolidated and rationalized. It objects to
Option 1 because it believes that many development programs
require an integrated private-public program. This need for
partnership was a major rationale for the National Development

_ ADMINISTRATIVELY CONFIDEMTIAL
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- Bank. Beyond this, it takes no position on specific
structural change. '

Transportation believes that Option 2 offers a good
compromise position that recognizes the needs of both the
public and private sector.

Labor supports Option 1 -- the broad Department of
Development Assistance -- although it believes that a
better definition of "development" is needed. It believes
that splitting private and public sector development is
counter-productive if our goal is to concentrate, coordinate
and streamline. It stresses the interdependence of urban
and rural development problems.

CSA endorses the basic concept of Option 1. However,
it emphatically opposes moving community development
corporations. They argue that the program is unique in
that it combines social and economic goals, that its flexi-
bility and autonomy are essential to its performance, and
that it provides a visible and real commitment to our least
advantaged citizens. CSA believes instead that its program
should be enhanced.

OMB supports Option 1 -- merging a core of development
assistance programs in DDA. We believe that a DDA would
allow coordination and better management of Federal develop-
ment assistance decisions and promote accountability to the
President. It would also increase cooperation with State
and local governments and the private sector. It would
provide one-stop shopping at the local level for Federal
public facilities investment, housing, business assistance,
and technical assistance aid designed to encourage community
upgrading and local prosperity. The DDA would provide a
suitable home for the National Development Bank, thus
increasing its chance for passage.

Decisions

— Tl
.
~

S

-

/ / Option 1l: Group major Federal community and

économlc development assistance and some housing
L programs for urban and rural areas into a

Department of Development Assistance; streamline
and consolidate Federal development assistance
programs. (OMB, HUD, Labor, SBA support; CSA
supports. concept but opposes transfer of its
programs)
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Option 2: Group major Federal community and
economic development programs to the public
sector into a Department of Development Assis-
tance; group programs providing development
assistance to the private sector in the Commerce
Department; streamline and consolidate Federal
development assistance programs. (DOT believes
this offers good compromise)

Option 3: Group Federal economic development
programs for urban and rural areas in the
Department of Commerce leaving community develop-
ment in HUD and Agriculture; streamline and con-
solidate economic development assistance programs
(Commerce supports limited form of this option)

Option 4: Divide the Federal housing, community
development and economic development functions
into separate departments of urban development
(HUD) and rural development (USDA); streamline
and consolidate Federal development assistance
programs in the two departments. (USDA supports).

ADMINISTRATIVELY CONFIDENTIAL
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III. Commerce, Trade and Business Assistance

Some of the preceeding options to reorganize natural
resources and economic and community development could
profoundly affect the mission and scope of today's Commerce
Department. While under any of these options, Commerce
would continue its longstanding and core responsibilities
of census and other statistics, trade, economic analysis,
maritime affairs, science and technology, and business
assistance and advocacy, there may be additional functions
that would enhance the Department beyond its status today.

Coincidently, our review of the trade and business assistance
functions throughout the government has uncovered major
policy and organizational problems. The current operations
of the Small Business Administration, and the similarity.

of its lending, technical assistance and policy functions

to those of the Commerce Department, suggest the possibility
of consolidating SBA into Commerce. While the programmatic
case for such a consolidation is compelling, the politics
are presently uncharted. The current fragmentation of
export promotion, and trade policy, administration and
adjudication functions (Exhibit XVIII) and the future need
to provide working and credible institutions to implement
the MTN agreements raise the issue of how Commerce might

or might not shoulder greater or different responsibilities
in this area.

After we have refined our trade and business assistance
options and tested them with the Congress and interest groups,
we will bring you recommendations on how to strengthen

trade and business assistance. These options may provide

an opportunity to further focus the role and mission of the
Commerce Department, whether or not you decide to alter its
natural resources and public works functions.
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TRADE MND BUSINESS ASSISTANCE ACTIVITIES

Agency

" Sectoral Analysis

Impact of Regulation

Foreign Trade

Productivity Growth

Business Services

OOMMERCE

(Science & Techrology,
Industry & Trade Adm.,
Patent Office, MARAD,
Census, BEA)

INTERNATIONAL TRADE
COMMISSION

TREASURY

(Bureau of Camodities
& Natural Resources,
Office of Foreign
Assets Controls;
Office of Tariff
Affairs; Office of
International Affairs)

INTERIOR

(Bureau of Mines -
Sectcral Analysis)

EXPORT-IMPORT BANK

SMALL BUSINESS
ADMINISTRATION

SPECIAL TRADE
REPRESENTATIVE

STAIE

{Coumercial Attaches)

Collects and analyzes
data on U.S. industries
(product ion, consumption,
capacity, etc.).

Studies industries
affected by imports.

Studies internationally
traded camndities, such
as bawiite, ooffee,
copper, tin, etc., to
back up U.5. inter=
national comnodity
policies.

Conpiles and analyzes
information on mineral
resource developent
(incl. exploration,
production, prices, and
trade) .

OVERSEAS PRIVATE
INVESTMENT QORPORATION

Provides U.S. Bus. with
information services;
arranges overseas sales
events, trade prasotions.
Coordinates East-West
trade prawotions.

Recammends on tariff and
non-tarriff issues.

Policy guidance for direct

intemational investment;
East-West trades; and

Export-Jiport Bank. Embargo
enforcement. Anti-dunping;

ocounter-vailing duties,

Aids financing to praiote

U.S. exports.

Trade negotiations.

Conducts research into

basic properties of
materials; promotes use

of available technology.
Conducts Tech. Incentives

Program.

Provides assistance
and information on
Fed. programs to
business through
network of field
offices.

Loan assistance
programs; manage-
nent programs.

Information about
business opportuni-

Provides assistance, eli—

minates risks for U.S.
ve:.m{mts ?n developmg oounr_nes

ties for U.S. firiis

InyeasiRaE {psormat
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‘ IV. Food and Agriculture

The.Problem

" The food system is blg, complex, and constantly chang-
ing. These changes reflect trends in consumer habits,
advancing technology, growing knowledge of the relatlonshlps
between diet and health and changing world economic condi-
tions. But the Federal pollcymaklng machinery charged with
aiding that performance is getting out of date. Conflicts
surroundlng the food system are numerous -- e.g., farm
prlces vs. marketing margins vs. consumer prices; proces-
sing costs vs. food safety and wholesomeness; product
promotion vs. nutritional information; land and water use
vs. land and water preservation; and food aid and foreign
trade vs. domestic food supplies and costs. These and many
other conflicts must be resolved in forging a food policy.

These problems are difficult to handle under the best
of circumstances. But the current organizational arrange-
ment tends to make matters worse. Both HEW and USDA have
food related responsibilities but neither has the capacity
to make the needed policy. Agencies are organized around
clienteles and functions with polarized views on specific
issues.

‘ More specifically, the existing organizational arrange-
ment has the following undesirable effects:

° Since the Department of Agriculture is often viewed
as representing producers, it has difficulty
achieving workable compromises among conflicting
interests, particularly those involving consumers.

° drganizational fragmentation results in low status
and visibility for important nutritional problems.

° Too many decisions that should be resolved at the
Department level are elevated to the White House,
adding to the heavy workload of the White House,
and undermining morale in the Department.

° The organization is so diffuse that accountability
cannot be enforced so as to reduce waste and
inefficiency.

It is critical that we demonstrate that this Administra-
tion does not intend to dismantle the Department of Agriculture.
Of the four reorganizations treated by this memorandum, three
would affect the Department. In two cases, preferred options
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would result in significant transfers of authority from
the Department. There is a widespread concern among
agricultural interests that reorganization will result in
a serious erosion of the Department's status. For this
reason, many of these interests will actively oppose these
~ proposals on principle. o

We should be able to demonstrate that we intend to
make changes that will enhance Agriculture's stature and
overall influence on food.and agricultural policy. Important
and widespread support ex1sts for 1ncremental steps that
would begin the process '

Proposed changes: * ‘Clarify the assignment of overall
policy leadership for food ‘and nutrition

Although these changes do not entail large-scale struc-
tural reorganization, they do respond to real needs to
improve the making and implementation of policy in this area.
A new organization is needed which will:

° Provide a strong Cabinet voice for a national food
and nutrition policy.

Permit conflicts between food and nutrition policy
and commercial agriculture (over food safety, price,
labeling, etc.) to be worked out expeditiously at
the departmental level.

Provide a closer link between nutrition research
and farm production decisions.

Assure that domestic and foreign elements of food
policy are well integrated.

* Agricultural development assistance. There is general
agreement over the need for organizational change in agri-
cultural development assistance programs. Some argue for
consolidating and strengthening agricultural trade exper-
tise within a central agency such as AID. Others call for
reducing the size of AID to a small coordinating unit
(similar in size and scope to STR in the trade field) and
assigning the Secretary of Agriculture lead agency respon-
sibility in the design and execution of agricultural
development assistance. This issue will be addressed in
the forthcoming memorandum on foreign assistance reorgani-
zation being developed by OMB, AID, Henry Owen, and
Frank Press.
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Organizational and Process Changé

(1)

(2).

(3)

Direct the Secretary of Agriculture to convene

an interagency group involving OMB, HEW, and

OSTP (in consultation with the sc1ent1f1c community)
to clarify responsibilities and priorities for

‘nutrition education and surveillance.

Direct OMB and DPS to work with HEW and USDA to
develop an Executive Order or other appropriate
instrument to implement the provisions of the

- 1977 Farm Bill designating the Department of

Agriculture as the lead agency for nutrition
research "except with respect to the biomedical

aspects of human nutrition concerned with diagnosis

and treatment of disease." This section of the
Farm Bill has not been implemented.

Direct the Secretary of Agriculture to work with
OMB and DPS in developing administrative and
legislative proposals to give appropriate balance
between production and consumer interests in food
and nutrition policy. Among the changes to be
considered are:

° Organize the Department internally as follows:

- Create two Under Secretaries -- one repre-
senting producer, international and market-
ing interests, and one representing consumer
and nutrition interests.

- Internally separate consumer-oriented
programs under the two Under Secretaries.

- Create a stronger policy analysis unit within
the Office of the Secretary to serve the
needs of both these Under Secretaries.

- Create separate Assistant Secretaries for
domestic programs and for international
programs.

° Change the name of USDA to the Department of
Food and Agrlculture to symbolize the.
Department's broader mission.

° Consider proposals for consolidating authorities
for promotion of agricultural trade with authori-
ties for control and development of agricultural
production. :
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Agency Comments

Agriculture is in general agreement with the direction
and purpose of the proposed changes but argues they do not
go far enough. It argues that it should continue to exercise
a lead agency responsibility in the international agricultural
trade field and that it should be granted increased responsi-
bility in the fields of nutritional policy and in international
development assistance as it relates to agricultural production.
Agriculture believes that the case for consolidating the
Bureau of Foods in FDA with food inspection functions in USDA
deserves careful examination but does not recommend a decision
at this time.

HEW agrees that a better delineation of responsibility
in this area between HEW and USDA is needed. HEW is strongly
opposed to any designation of USDA as the lead agency for
nutrition policy. HEW believes that there is an inextricable
relationship between nutrition and disease prevention, which
Califano intends to develop as a major emphasis of his depart-
ment. HEW states that an enhanced nutrition role for USDA
ignores the "inherent conflict of interest in having the
Department of Agriculture, which is responsible for promoting
the commercial interest of the food industry, also responsi-
ble for protecting the consumer with respect to nutrition
and food safety.

Decisions
- - ~ .
/" (1) Direct the Secretary of Agriculture to convene
: ~an interagency group to clarify agency responsi-
" bilities for nutrition education and surveillance.
(OMB recommends)

/ / Yes / / No

/ (2), Direct OMB and DPS to work with HEW and USDA to
[ ,'deve10p an Executive Order implementing the 1977

) " Farm Bill to make USDA the lead agency for nutri-
tion research except with respect to the biomedical
aspects of human nutrition concerned with diagnosis
and treatment of disease. (OMB recommends)

/ / Yes / / No
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, (BQfVDirect the Secretary of Agriculture to work with
| .~ OMB and DPS to develop legislative and adminis-

-..-  trative proposals to give appropriate balance
between producer and consumer interests in food
and nutrition policy. (OMB recommends)

........

ADMINISTRATIVELY CONFIDENTIAL
SENSITIVE




ADMINISTRATIVELY CONFIDENTIAL 38
SENSITIVE '

V. Next Steps

A. Reorganization Authority

Should you approve these recommendations, we will
draft the necessary legislation, reorganization plans,
and executive orders. We expect to use reorganization
plans where possible to make necessary structural changes.
These plans would be presented sequentially this year.
Legislation will be required for program reforms.

B. Announcement

If you proceed with any of the principal reorganiza-
tion recommendations, we believe that your decision will
merit a brief State of the Union announcement. We further
suggest that you consider a reorganization message around
the time of submission to the Congress.

C. Meetings with key Congressmen

You can demonstrate that these proposals are important
to you and build some enthusiasm among the Congressmen
who will carry them on the Hill by inviting key Senators
and Congressmen in to meet with you prior to sending the
plans forward.
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THE WHITE HOUSE

WASHINGTON

January 16,>1979

MEMORANDUM FOR THE PRESIDENT

FROM: - DICK PETTIGRﬁW M

TOM BELFO

SUBJECT:  cabinet Reorganization - Political Assessment

-We have conducted a comprehensive interest group assessment of
the OMB preferred options for natural resources and local
development assistance reorganization. We conclude that from
an interest group standpoint both initiatives are politically
feasible. However, bureaucratic lobbying, especially efforts
by EDA and Commerce Department leadership to stimulate oppo-
sition to reorganization, is making it increasingly difficult
to keep key interest. groups open to a Presidential initiative.
Your decision to proceed with reorganization will have a
positive impact on interest group attitudes.

We have found some ambivalence and some strong opposition
to the proposals. The most significant opposition comes
from the traditional Agriculture Department lobby, which
routinely opposes any transfers out of that Department.
Your commitment to a strong future mission for USDA, as
proposed by OMB, is a necessary step if we are to moderate
that opposition at all.

We have discovered no intensity of support for natural
resources or local development reorganization comparable to
the education lobby's support for a Department of Education.
This lack of intensity is offset by the unique advantages
of a reorganization plan. As you know, reorganization
authority gives the Administration control of amendments
and guarantees an up-or-down vote within a certain time.

If we cannot submit these reorganlzatlons by plan authority,
we should not proceed at all.

As the decision memo makes clear, reorganization options
regarding future missions of the Agriculture and Commerce
Departments have been too imprecise to allow reliable
political assessment at this time.



ADMINISTRATIVELY CONFIDENTIAL
-2

I. NATURAL RESOURCES

OMB's Department of Natural Resources (DNR), which builds on
Interior, must be promoted in the following context:

1. Interior's present image is environmentalist/preserva-
tionist, given the background of the Department's top
leadership and the reputation of the Park Service and
the Wildlife Service.

2. This image, while reassuring to conservationists and
the environmentalists, is worrisome to resource user
groups affected by the Forest Service, NOAA and water
policy transfers.: '

3. In addition, the policy domains covered by the DNR
(e.g., water, fishing, forests) are such as to cause
important regional political considerations that
must be assessed.

4. Given these factors, interest groups - preservationist
- or development, Western-based or otherwise - must be
convinced that a new DNR, with a national constituency,
‘ will best ensure balanced, multiple wse management of
our natural resources. We must maintain a middle-of-
the-road posture regarding the philosophical tilt of
the new department.

Summary Assessment. If we persevere in our middle-~of-the-road
balanced management characterization of DNR, we should hold the
support of most environmentalists and conservationists, several
key resource user groups (oil, mining), most ocean interests,
some leading foresters, some (perhaps most, pending negotiations)
of the timber industry, and several prominent former natural
resource officials. Signals regarding the internal structure

of the DNR will be critical to the eventual intensity of support:
we receive, particularly in the case of resource user groups.

We will face opposition from some of the timber industry (even
if negotiations succeed), the broad USDA lobbying coalition, some
of the commercial fishing industry, and water project promoters
and users. The Western governors represent an undecided factor
at this time. We will have to be especially attentive to the
regional marketing of DNR, since the major blocs of opposition
tend to be concentrated in regions of major political signifi-
cance. NOAA at this point represents our "safest" transfer

from an interest group standpoint.

I Our more specific readings follow.
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‘ Forest Service. Environmentalists are not that interested in
the Forest Service issue; this is not the transfer that attracts
their support to the DNR. Important exceptions are the National
Wildlife Federation (supports DNR enthusiastically), the Sierra
Club and the Natural Resources Defense Council (the latter two
pay particular attention to forest issues and will be neutral to
supportive).

The timber industry fears Forest Service transfer as a preserva-
tionist move; however, they are very dissatisfied with the status
quo. We are actively negotiating with major industry representa-
tives (individual CEO's, American Paper Institute, National Forest
Products Association) and expect to succeed in turning much of the
industry around on reorganization. We can succeed if we deliver a
Presidential commitment dedicating the new forest management entity
to a more productivity-oriented, but balanced use, mission (see
draft statement, Exhibit I). The Northwest and Southeast regional
politics of a transfer that might be bitterly resisted by the
industry need to be carefully weighed.

Professional foresters represent another significant element
in the Forest Service transfer. Many regard Interior in general
and Secretary Andrus in particular as threatening to the profes-
sionalism of the Forest Service. We are uncertain whether we

.will be able to produce endorsements from the Society of American
Foresters or the American Forestry Association. We can, however,
deliver the support of key opinion leaders among professional
foresters, including several current/former leaders from both
professional groups.

Soil Conservation Service. More so than the Forest Service,
transfer of elements of the SCS triggers opposition from tradi-
tional USDA partisans. For example, there are nearly 3000 local
soill conservation districts which represent a terrific grassroots
lobbying potential in defense of USDA. The most politically
attractive alternative would be to move only the Forest Service,
none of the SCS. On the other hand, the National Association of
Conservation Districts (NACD), which opposes our present proposal,
has recommended that if we move any of the SCS, we should move it
all. Transfer of part or all of SCS may generate broader rural
bloc opposition than we can withstand, and we should be prepared
to amend our plan on this point after submission if necessary.

Other friends of USDA (National Cattlemen's Association,
several state farm bureau federations, National Council of
Farmer Cooperatives, National Association of State Departments
of Agriculture and others) have signaled opposition to both the
Forest Service and SCS transfers.
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‘ NOAA. With some notable exceptions, the environmentalist/

conservationist community is not excited by the NOAA transfer.
The principal environmental group on NOAA matters is the Center
for Law and Social Policy,which supports the transfer so long as
appropriate internal arrangements are made in DNR. Groups con-
cerned primarily with endangered species and protection of marine
mammals (e.g., Fund for Animals) have some apprehensions about the
transfer, but seem to accept its inevitability.-

The ocean industry, convinced that a separate oceans agency is
not viable, will ultimately support the transfer. Right now, they
are still noncommittal. Nevertheless, our argument that NOAA will
be enhanced via reorganization, together with the promise of some
process streamlining made possible by consolidation, seems to be
taking hold in the oceans community. Most of our political in-
telligence, however, is based on spotty feedback from individual
corporate opinion leaders. Other natural resource user repre-
sentatives, like the American Petroleum Institute and American
Mining Congress, appear supportive of the NOAA (and Forest Service)
transfers because of anticipated process reforms. Before we can
be sure of their support, however, we will have to demonstrate a
genuine resource management competence in the new department.

Commercial fishing interests are apprehensive about the NOAA
transfer. They prefer a separate oceans agency or the status quo.
‘How_ever,- anticipating that reorganization will be proposed, the
major policy group of the industry has taken the position that
it wishes the National Marine Fisheries Service (NMFS) to remain
within NOAA. ©No industry associations currently take the position
that fisheries should be transferred to USDA. If we provide en-
hanced status for fisheries matters in NOAA, we believe the
industry might accept transfer of NOAA to DNR. If we do not, the
industry will be divided, with some elements opposing DNR. We do
not have a clear sense of the regional implications of fishing
industry opposition if it materializes, but presumably it would
be most visible in the Northwest and New England.

Water Policy. Transfer of the Water Resources Council does
not excite interest group opposition. However, our proposed
transfer of water planning authorities out of the Corps of
Engineers, Bureau of Reclamation and Soil Conservation Service
may well generate a replay of last year's water project battle.
Environmental groups, led by the Environmental Policy Center
(the lead group on this issue), fully appreciate the "pork control"
ramifications of the water policy shifts and will support the DNR
to advance that policy outcome. For the opposite reasons, we
expect water project advocates (e.g., Water Resources Congress,
National Water Resources Association, National Waterways Confer-
ence) to oppose reorganization. However, these groups are

}‘
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interested in further negotiations as to the precise split between
policy/budgeting and project planning.

Other. Two important constituencies with interest in the
overall DNR concept need to be carefully cultivated - governors
(and Western governors in particular) and elder statesmen of the
natural resources community. We have taken important initial
steps in both areas.

We have briefed Governors Carroll (Ky., Chairman of NGA and
former Chair of NGA's Natural Resources Committee), Lamm {Colo.,
Chair of Natural Resources Committee), Matheson (Utah, Vice~Chair
of Natural Resources Committee), Babbit (Ariz.), and Governor-
Elect List (Nevada). With the exception of Carroll, who is
supportive, the governors have been open-minded but noncommittal.
Discussions with NGA staff and Washington representatives of
several other governors have also been inconclusive, although
NGA staff appear supportive. As far as non-Western governors
are concerned, the issue appears limited to neutrality versus
support. The posture of Western governors is particularly
crucial to our proposal. These governors have expressed con-
cerns about diminution of Western influence in a DNR, upsetting
‘the smooth functioning of the Forest Service, changing the role

of the Bureau of Reclamation, and impact of DNR on states' role
in water policy. We are continuing to explore these issues
through Governor Lamm. While Lamm apparently has no personal
problems with DNR, he wants to see further consultation with
governors before any proposal is sent to Congress.

We have also had productive discussions with several former
high-ranking federal officials from the natural resources area.
Former Interior Secretaries Stewart Udall and Thomas Kleppe are
enthusiastic about the DNR. So are Russell Train (EPA, CEW),
Russell Peterson (CEQ), and, assuming NOAA is enhanced via
reorganization, Robert White (NOAA's only prior Administrator).
We are confident these individuals will actively support the .

" DNR proposal. On the other hand, several former Agriculture
Secretaries (Freeman, Butz, Hardin, Benson) have signaled
opposition to any transfers out of USDA.

ADMINISTRATIVELY CONFIDENTIAL



.ADMINISTRATIVELY CONFIDENTIAL

-6-

,. COMMUNITY AND ECONOMIC DEVELOPMENT
M

B has recommended combining community development with economic
development (i.e., EDA to HUD), and urban development with rural
development (i.e., selected Farmers Home Administration programs
to HUD). They also recommend inclusion of the Development Bank in
DDA. Our consultations support the substantive validity of these
recommendations. :

A Department of Development Assistance (DDA), which builds on HUD
and includes the Development Bank, must be presented in the
following context:

1. HUD's present image as urban-focused, community
development-oriented, regulation-bound, and mis-
managed must be reshaped;

2. In the process, "friends of HUD" must be assured of
a stable, if not enhanced, bureaucratic status;

3. At the same time, clientele of transferred agencies
and programs, principally EDA and FmHA, must be
assured that attractive features of their present

- organizational relationships will be preserved and
improved, not "infected", via reorganization;
@ .

‘The flow of Federal funds to local governments must
be protected from the short- term disruption caused
by reorganization.

[OMB has included in its decision memo a new variation of DDA
regarding the organizational placement of direct private sector
assistance targeted to businesses in distressed areas (chiefly,
the National Development Bank). We believe strongly that further
consultation is necessary on this variation of the DDA proposal, if
it is to be pursued at all. While we have explored with outside
interests alternative placements of the Development Bank, we have
not adequately tested the politics of an across-the-board split
between public and private development assistance programs (pre-
liminary findings, reported below, are mostly negative). The
assessment which follows is based on our testing of OMB's recom-
mended Department of Development Assistance.]

Summary Assessment. If the signals from our recent consultations
hold true, and if we make the right decisions regarding internal
structure, the DDA (with Bank) should be supported by most mayors,
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governors, housing interests, and minority groups. Activation of’
the mayors' support may ultimately have to be sought directly by
Presidential appeal, given the mayors' vulnerability to the Federal
grant bureaucracy and their lack of intensity on the issue. '

The EDA transfer may generate some "sunbelt" and rural/small town
opposition, but not enough to threaten the reorganization package,
assuming we build EDA as the core ED unit in the new department
and move a strong ED figure into the top leadership of DDA. The
FmHA. transfers are likely to generate the strongest opposition.
We will have to specify in some detail the enhanced status, field
delivery structure, personnel, and protective features of our
proposal vis—a-vis rural development before the FmHA transfers
will gain support.. Clearly, we must continue to treat the HUD
image- issue carefully, conveying a sense of HUD shakeup without
alarming big city mayors and minority groups, whose support must
be maintained, even, if necessary, at the expense of support from
other sources.

Our more specific readings follow. Support reported refers to
the DDA option that includes the Development Bank.

Mayors. Consultations with mayors have strongly reinforced
ur substantive analysis. Virtually all mayors we have contacted
support colocation of community development and economic develop-
ment. Nevertheless, mayoral support for DDA will remain private
until after a Presidential decision to proceed. Mayors simply
cannot chance taking the losing side in a bureaucratic turf
battle. In addition, despite benefits the mayors appreciate,
reorganization is clearly not something they demand as an‘*Admin-
istration priority. However, our sense is that once you decide
to propose DDA, key mayors will support the proposal because of
its acknowledged substantive benefits.

On the other hand, big city mayors would oppose building on
Commerce as the lead ED agency (particularly if that entails
moving UDAG); most mayors would regard a CD/ED split as wrong
on the merits (although they might not actively oppose); "sun-
belt"” mayors will be among those most concerned about building
on HUD, since they feel discriminated against by UDAG targeting
criteria. HUD is reviewing the "pockets of poverty" targeting
issue and may amend its criteria in a way that allays some
"sunbelt" concerns. The League of Cities will probably remain
neutral; the Conference of Mayors will remain neutral or possibly
support. A list of the mayors we have talked to, with their
reactions, is attached (Exhibit II).
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Governors. We have met with Governors Carroll (Kentucky,
Chair of NGA), du Pont (Delaware, Chair of NGA's Community and
Economic Development Committee), and Hunt (N.C., Chair of NGA's
Rural Development Committee). In addition, Governor Rockefeller
(W.Va., Chair of NGA's Committee on Balanced Growth) has reviewed
our proposal, and we have briefed NGA staff. Governor Carroll
is enthusiastic; Governor du Pont is supportive. Governor
Rockefeller, who favors moving toward one-stop shopping, advises
against reorganization. He believes the political difficulty of
winning this reorganization outweighs the little general public
acclaim the project would receive. Governor Hunt, while strongly
sympathetic to the DDA concept, advises for political reasons
that this reorganization be deferred until 1981. However, he
believes that careful implementation to keep the federal monies
flowing and appointment of a strong ED figure to DDA leadership
would mitigate political costs. Representatives of the governors
serving on NGA's community and economic development committee
recently committed strong support to the DDA. Overall, the
governors have been quite vocal in urging reorganization in this
area, since they see it necessarily complementing budget austerity.
So long as we propose a significant role for governors in the CD/ED

. planning process, we should have the active support of the governors.
Too strong a role for-the governors, however, will threaten support
from mayors and some local development officials.

Other state/local officials. We have met with several other
groups representing either general purpose local governments or
local functional officials:

° National Association of Towns and Townships (NATAT) -
opposed, instinctively wary of HUD;

° Council for Urban Economic Development (CUED) - President
supports; Council support can probably be gotten;

e International City Management Association - supportive;

® National Association of Housing and Redevelopment
Officials (NAHRO) - strongly supportive;

° National Association of Development Organizations (NADO) -
although a prime constituency of EDA, they will support DDA,
so long as a continuing role is assured for local aeveIop-
ment organizations;

® National Conference of State Legislatures - supportive;
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® National Association of Counties - Hlllenbrand (Executlve
Dlrector) has indicated support.
UPPOTIL

- Housing interests. In addition to NAHRO (descrlbed above),
we have met with the following housing interests:

° National Association of Homebuilders - supportive if
"Housing"™ is preserved in name of new department and
status of housing is maintained within the new entity;

National Housing Conference - President is supportive;
we expect to get the Conference endorsement, as long’
as we preserve the status of housing in DDA;

° Mortgage Bankers of America -~ supportive;
° National Association of Realtors - supportive.
R

In general, housing interests see close relationships among housing,
ED and CD. Making more effective use of federal ED programs by .
linking them more closely to housing and CD programs is attractive.
So long as we do not downgrade the status of housing in the new
'department, we can expect the support of the housing community.

Minority leaders. Minority interests will be concerned prima-.
rily that structural change does not undermine the Federal commit-
ment to cities currently embodied in HUD. Individuals like Maynard:
Jackson, Coleman Young, Richard Hatcher, Vernon Jordan and Carl
Holman prefer the DDA concept. Carl Holman has predicted that
both the Urban Coalition and the "urban coalition" would actively
oppose any diminution of HUD via placement of UDAG or the Develop-
ment Bank in Commerce. .

USDA partisans. The proposed transfer of programs from
Farmers Home has triggered aggressive opposition from traditional
supporters of the USDA. Groups like the Grange, National Parmers
Union, American Farm Bureau Federation, and the National Rural '
Electric Cooperative Association, have signaled opposition.
Such opposition should be expected to movement of FmHA programs’
anywhere outside of USDA. Strong farm bloc opposition might
create the opportunity for Republican partisan exploitation of
the proposal. Our most optimistic prospect would be limited to
attracting the rural development advocates, represented by the
Rural Coalition, as opposed to the traditional USDA farm bloc. ,
Our initial contacts with some member groups of the Rural Coalition
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have been inconclusive; meanwhile, the posture of the Rural Coali-
tion is to oppose any reorganization affectlng FmHA until a natlonal
rural policy is formulated. ”

Business interests. Preliminary soundings with ‘the National”
Federation of Independent Business and Chamber of Commerce indicate
we can expect some support for DDA from the business community - We
believe local business interests can be attracted by DDA's more
effective focu51ng of Federal CD and ED resources to stimulate .
local economic growth and development.

DDA without the Development Bank. We have only limited evidence
of political reaction to a DDA proposal that does not include the:
Development Bank and similar direct business ass1stance programs
from FmHA and EDA.

Traditional urban coalition types like Nick Carbone (Hartford),
Vernon Jordan and Maynard Jackson disagree with the public/private-
sector split. Vernon Jordan predicted that the Black Leadership
Forum would oppose placement of the Bank in Commerce. Governor
Hunt, a leading rural development spokesperson, also prefers to
combine public and private sector development assistarice. Since:
‘the public/private split option results in splitting FmHA: three
ways,; we would anticipate the rural interest groups ‘to like it
even less than the more comprehensive DDA proposal. The AFL-CIO
would be wary at best of placing the Development Bank in Commerce-

The Council for Urban Economic Development, National Conference.
of State Legislatures and National Association of Housing and Re--
development Officials also oppose the private/public split. These:
groups continue to support the more comprehensive DDA. They argue
that the "Spllt" goes in the’ oppos1te direction of the "partnershlp
theme stressed in the President's urban policy statements. - Vernon
Martin of the National Association of Development Organizations,
who has been cautiously supportive of DDA, .has indicated opp031tlon
to the public/private split idea on 31mllar grounds.

On the other hand, business 1nterests-11ke the Chamber of
Commerce and American Bankers Association, neither of which wants:
a Development Bank, would clearly prefer any Bank that is created
to be located in Commerce. Mayor McNichols (Denver, President of
USCM), John Gunther (Executlve Director, USCM), and Governor
Carroll all speculate that the public/private sector split would
be more appealing to business interests, and not that critical
to their own colleagues.
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In short, the interest group picture, while largely negative
from the standpoint of Administration supporters, is fuzzy overall
on this option. We recommend further consultation if you wish
to pursue this option.

Attachments
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accountable, locally responsive,,and consistent éChievement
of the important goals of the Forest and Rangeiand'Renewable
Resources Planning Act (RPA). The RPA will provide the
legislative keystone o6f the new Department's mission to
assess the Nation's renewable resource needs and potential,
and to act on these assessments in an énvironmentally.
responsible manner.

Very shortly, my Administration will recommend to the
Congress an enduring'désignation of specific tracts of
- public land to be preserved as wilderness, and a larger
portion to_be opened. for economic development. Among the
first priority tasks that I shall assign to the new Depart-~
ment ofiNatural Resources will be to carry out a thorough
review of managementrpraCtices, appliéable-statutes;_and
appropfiate investment levels on lands to be opened fot
development. I shall request appropriate recbmmendations to
assure that these landszprOQide all of the public benefits
of which they are capable, to meet our needs .and those of
future generations. -

Our Nation's reneWableAnatural resources must be nurtﬁred,
developed and managed to serve a rahge of importaﬁt and compatible
goals. I ask conservationists, recreationists, and the users
and producers of forest prbducts to join with ﬁsvin shaping
a new Department dedicated to,theAwisé stewardship 6f:our

natural resources to meet .these goals. -
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‘ Consultations with Mayors

While we have explored- all reorganlzatlon optlons with- the mayors,
"support" as used below indicated substantive: preference for the
DDA concept. None of these mayors would demand reorganization

as a high Presidential priority. If you decide’ to go ahead

with DDA, we expect the following reactions:

*McNichols (Denver, President USCM) - strongly‘supports,
predicts that a large majority of mayors will support,

*Carver (Peorla, Ve, uscM) - supports, assumlng we w1ll deliver
on associated procedural reforms;

*Hatcher (Gary, Chair of Black Democratic Mayors) - prefers .
‘ status quo, but wrll_suppgrt DDA 1f Pre51dent proposes it;

*Goldschmidt (Portland, Chair of USCM's Communlty and Economic
Development Committee) - supports;
B

*Jackson (Atlanta, Vlce Chair of Democratic Mayors) - sgppgrts,
but warns that restructuring of HUD must not signal any

“ lessening of Admlnlstratlon s urban commitment;
- :

Young (Detroit) - supports;
_ e o '
*Maier (Milwaukee).strOngly suppOrts;
*Gibson (Newark) - doesn' t care one way or the other,
——

*Latting (Oklahoma,C1ty) - reluctant to alter EDA, w1ll study
the issue further;

*Murphy (Tucson) - nggggggigtal,‘would findythe'prop6sal
appealing only if it means "less government" and more
efficient service delivery;

‘Bilandic (Chicago) - doesn t care one way or the other,
-

Moody (Columbus, 1mmed1ate past PreSLdent of League of
Cities) - supports;

Rousakis (Savannah, PreSLdent of League of Cltles) - strongly
supports; _ —
/ ) ”‘_ N ’
'~ McConn (Houston) - strongly su orts, L
z. Parmer (Fort Worth) - sj.g_@gly__gpp_osed to bulldlng on HUD and .

claims that other sunbelt mayors. feel the same.

*Member of Conforence of Mavare Fyecutrive Committee .



EXHIBIT I

DRAFT. PRESIDENTIAL STATEMENT ON FOREST RESOURCES

Under my proposal, thé Forest Seﬁvice, now located in the
Department of Agriculture, would,bé moved to ‘the new Deparﬁ-
ment of Natural.Resources and would absorbxthe Bureau ofi
Land Management. The Forest Serviqe-Will play. an expanded
role, based’on its exempiary professionél-leadership and
expertise, as a centeréiece of ﬁhé new'Departmént. iThis‘
reorganization will place the Forest Service. in a setting
where balanced, comprehensive resource decisidns-will support
its central}mission.of increasing and ensuring the»produétivity,
of the Nation's forest lands, public and-private, on,an_A
environmentally sound basis.

I believe strOngly that infthe.contéxt bfia.Department
of Natural Resources dedicated to‘balanéed, multiple use of

forest and other resources, the Forest Service can provide .

- enhanced public benefits in the form of more jobs and wood

e .
products, government revenue, and recreation opportunities.

Environmentally prudent management that strives for increased

gigéEEE;x;;y of both public and private forest lands can’
contribute substantially to the fight against inflation and
expansion of our foreign trade. Integration of the Forest

Service and the Bureau of Land Management will lead to morevb



oo oot ATTACHMENT (o

SURVEY OF 24 MAYORS ON REORGANIZATION ISSUES

Description of Option: -

Option One:

Option'Two:

DDA

Commerce, including UDAG

' Option Three: Commerce, excludlng UDAG

Comments of Mayors-

REARDON, JOHN
KANSAS CITY, KANSAS

Option one:

General:

OptionfTwoixh

It would be a dire mlstake to put EDA in HUD. _
EDA is business-oriented and leverages private -
: sector very well. EDA needs to be separate to

-Slnce he wants to keep EDA pure, he prefers
not to have HUD programs in Commerce.‘

. thion Threeﬁ -'Favors keeplng the two agencies separate.‘_He o

has had excellent results with the HUD regional = :}
and area directors and with the EDA regional

.- director. He says they work together’beauti—_jﬂ' 1
fully now and he prefers to 1eave it that way.”,_fj[

.- The Pres1dent is rlght to stress coordlnatlon. oo
" Regional directors are very 1mportant, need o
. good people in those jobs. SER
~ He will not make any public negatlve statementsrjif

?’whatever the Pre51dent dec1des. A .

.RILEY, JOSEPH

CHARLESTON,

Option One: =

Option Two:

SOUTH CAROLINA

This would be a disaster polltlcally. The publlc_'f
- would view such an agency as another HEW, too

big, too awesome. It would also create "Hell" :°

on the Hill.. Who cares’ 1f 1t looks good on paper7'

He is agalnst remov1ng UDAG from HUD. . He thlnks '{‘
Embry and Harris are d01ng a good job of making
HUD work better. He tfiinks UDAG and CDBG need

to be synchronized and does not want to split.
them. This option would appear to be antl—urban
to the cities and the Hlll.— :




Option Three:

"Option One:

vation Three: -

Option Two:

General:

' 'Yes. Keep UDAG in HUD. ' It is good to get
- more. urban tools in EDA, such as FmHA, wh1ch
"he views as too antl-urban.y.< -

He agrees that the key problem fac1ng c1t1es
today is economic development, but he does -
not see that creating a big department would

- help solve the problem.  He likes the idea .
~of separate partners, as we have now.. g

HUTCHINSON, JOHN

‘CHARLESTON, WEST

. Option Two:

VIRGINIA

No. Do not create one glant bureaucracy,

: _espec1ally if it is based on HUD s structure.l

He is not sure that EDA would be as effectlve-‘“‘

if 1t had to deal with HUD programs.e-

He prefers to keep the programs separate.

- He thinks the competltlon is healthy and gets‘

. good results..

General:.

UDAG is an excellent program, but it is an -

‘L_exceptlon in HUD.  He never said he favored _;f’

I,Option Three, but he definitely does not
. favor One or Two because they would m1x the.

_EDA and HUD programs.‘

McNICHOLS, WILLIAM

DENVER, COLORADO

Option One:

Option Three:

No Gomment.

. No Comment:.

He favors. keeping UDAG ingHUD;'particularly:

- since he believes that it would be politically flﬁ

impossible to get it.out before 1980 anyway.
He thinks this option 1s a good 1dea.' -



 HOLLAND, ART

TRENTON NEW JERSEY ,

Optlon One:v" " He favors putting all of the urban development?_;fﬁ
' - tools together in HUD because HUD was created B

to deal with urban problems.

'Option Twoj'_ VNo.. He thlnks this optlon would be worse thand

doing nothing. He does not think that urban
E~'Ahas buslness as its ma1n bu51ness. -

Option Threer”i‘ No. Any movement should be toward HUD and to’”
S © . strengthen its ablllty to deal W1th urban
_problems. . }

- was created and has the view that it alone 1sd
~7 " the department that should be deallng w1th
’Q;Gurban problems. ,

”'fHe th1nks UDAG 1s the best HUD program

”{.of his commitment to cities. -

 GIBSON, KEN
NEWARD NEW JERSEY

';Optlon One: lc;,No comment.
»10ption Two:-béa;”Né;,comment.'
:Option.Three;f'.hNo comment.
sGeneral}' E.rlE The locatlon really doesn 't mean that much, 1ts

~how the programs are delivered that is 1mportant.;'

Programs like CETA and Countercyclical are much
more important than reorganization. = The
. Administration should be focusing the1r efforts
on these leglslatlve flghts.‘ v -

' problems should be shifted to Commerce, whlch‘“”x”

General: fﬁﬁl_;E'Mayor Holland was a consultant to HUD when it

55~He thlnks the President must reassure the mayors L




~Option Two:

R General: i

‘Option Three:

.General;

YOUNG, COLEMAN

- DETROIT, MICHIGAN

~ Option One:

Of the three, he would favor this option.
Although Commerce and EDA have improved
greatly in this Administration, he still
feels HUD is more sensitive to the problems

- of the cities. HUD has shown the ab111ty to
»respond UDAG is very 1mpre551ve

Option Three:

" He opposes thls option. 'He s nervous about
"~ expanding Commerce because of its historic R
relationship with business and rural interests.,gw~

If there is to be reorganlzatlon, prefers
optlon one. : :

- Thlnks the competltlon between DA and HUD -
-produces better service for the cities of this
country. He feels both HUD and EDA are working

‘well now. In the past, he has always supported

;1keep1ng EDA and HUD separate.

- McCCONN, JIM

HOUSTON, TEXAS

Option Onefff_v:

Favors consolidation and combination. He -
thinks the present competition between EDA

x‘? and HUD is not good.

Option Two{;;f”

_He ‘does not llke this option because it con—
‘tinues the separation and competltlon wh1ch

fhe thlnks is unproductlve.-

‘He prefers above any reorganization option to . -}
fight inflation and reduce budget needs of
cities that way. He thinks the President's
stock would rise if he held firm on budget
cuts. - He thought the President's message in =
St. Louis was good and was accepted by most of
-the mayors. - : :

‘iThls optlon is a non—optlon to hlm.' It:would L
bnot accompllsh enough to make it worth trylng. S

" He favors Option One because he thlnks 1t would fﬁf

eventually give him more. flexibility to use

to.

a big package of federal funds the way he wants;’n:




RUSK .DAVID..

~ _ALBUQUERQUE NEW MEXICO

OptlongOne:'

Option Two:

Option'Three: :

‘General:

LATTING, PATIENCE R
'OKLAHOMA CITY OKLAHOMA

Optlon One.pf_j

"Optlon Two.‘,p

Option Three: -

General:

VANN, DAVID

He does not favor expandlng the HUD aura and
character to other programs. -

He has a good relatlonshlp w1th EDA, much

"better than w1th HUD.

No spec1f1c comment.

' He does not care about the structure of

programs. His own experlence is that EDA -

- works well. He said there is nothlng maglc -

about structure.

:No. 'Do not mix HUD and EDA.Z

;;Favors upgradlng EDA to work more w1th 01t1es,
fﬁfbut does not favor spllttlng up HUD'v, o

AFavors thls optlon.'

. she ‘has ‘good experience with HUD and EDA, and.uvl
C thlnks they work better separately.ﬂgx;-

BIRMINGHAM, ALABAMA

" Option One:

Option Two:

.~ Option Three:

General:

. No strong feellngs.

His reservation about thls type of reorganlza—i. o
- tion is that the POlltlcal problems would hurt . -
. ‘the. programs. : _ Lo v

RO

' Favors thlS option. He wants to keep EDA and:fc
UDAG separate. This option is the "construc- -
. tive approach" to reorganlzatlon. ST

He recommends that the Presmdent concentrate

on fighting inflation instead of getting into
big political battles about reorganization, -
.recognlzlng that some battles will be unav01dab1e..




1OGUE, FRANK ,
NEW HAVEN, CONNECTICUT

Option One; o erSCFC
V.'Option Two: COkay |
' option Three: : DoeSn‘t care if UDAG:is‘meved;. e
~General: - - - _leeé'ohe department and thinks one-step

shopping is crucial. But real question is -
- getting along with people running th1ngs.1 o
' He feels the Bank 1s important. Lo '

CARVER, RICHARD = .
PEORIA, ILLINOIS , =

Optlon One.fv, ffes
l.OPtlon Three;AhCiNQ;;ﬁ _
‘General=t:C”ﬂ:QfeHagl5£;cussed at great 1ength‘withrPettigrew;g;;C>

. Favors big new department but only if there
-+ 1s real change in the process, paperwork, etc.

ment ‘does business, it is not. worth . the -
polltlcal capltal. :

MOODY, ‘TOM o
' COLUMBUS, OHIO

Optlon One- :.C';Yes, if it is.not atpolitical_war."“

Option Two: o Doesﬁit make much difference te-him:?-'
Option Three: | Doesn t make much dlfference to hlm.:{':':
Generél: - Has discussed at great length w1th Pettlgrew.f

In general, the concept is okay but political
side is not worth the effort. The President
needs to focus on inflation, etc. This type =
of fight is too. debllltatlng. It is not the -
rlght time. L o SR :

"If there is no real change in the way govern-. .



' BILANDIC, MICHAEL
CHICAGO, ILLINOIS .

General: = - ‘President is chief executive officer. He’
can't make judgement from 1,000 miles ‘away.
Whatever President wants is okay with him.

CALIGUIRI, RICHARD .
PITTSBURGH, PENNSYLVANIA

‘Option Oné;_ifw’ No.: Housing is too 1mportant.,'Consoiidationf_“';"

,_would hurt housing fundlng.

Optlon Two._»”f--Yest

option Three.ﬂ*i-Yes
General: Keep housing separate. It is too 1mportant

igto lump w1th other ;programs.

' BARRY, MARION
DISTRICT OF COLUMBIA

Option One-;lffd_N too dlsruptlve.

Option Two?;?,f{:No real oplnlon. o

Option Three:};7lNo real oplnlon.

General: ’ﬁuftacltles are just beglnnlng to achleve some~-
' << - .thing.. This sort of change takes years to
:,sort out and is not worth hurlng c1t1es.ﬂ_s

ALEXANDER, LEE =
SYRACUSE, NEW YORK

Option One:-dst No,.politioally{_- ’

Option TWo:H NNN’No«real opinion.

Option Threé: _ No real oplnlon.

.Generait S Theoretlcally a blg department is good. ButUN Lﬁ

‘it will cause political dlsruptlon and there—f3 —

fore is not worth it.
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